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Wednesday, January 23, 2008. 

FOREIGN ASSISTANCE IN THE 2 1ST CENTURY: 

PROPOSALS FOR REFORM AND RESTRUCTURING 

WITNESSES 

MARY BUSH, FORMER CHAIRMAN, HELP COMMISSION 
LEO HINDERY, FORMER VICE CHAIRMAN, HELP COMMISSION 
LAEL BRAINARD, VICE PRESIDENT AND DIRECTOR, GLOBAL ECON- 
OMY AND DEVELOPMENT, BROOKINGS INSTITUTE 
GEORGE RUPP, CEO AND PRESIDENT, INTERNATIONAL RESCUE COM- 
MITTEE; CSIS COMMISSION ON SMART POWER 

Mrs. Lowey. Good morning. The Subcommittee on State, Foreign 
Operations, and Related Programs will come to order. 

I am very pleased to open our first hearing of the year on a sub- 
ject that is very much on everyone’s mind. I am going to begin now. 
Mr. Wolf, my Ranking Member is delayed, and I know Mr. Hindery 
is on the way. 

First, let me note that we have been trying to reform our foreign 
aid program almost since the day it was established. There have 
been efforts to retool our development toolbox in virtually every ad- 
ministration. To some extent, such tinkering is necessary to con- 
tinue to adapt our assistance programs and mechanisms to the 
changing needs of the day. However, these efforts have resulted in 
layer upon layer of new programs, new mandates, new bureau- 
cratic structures, new congressional and administrative directives 
being heaped on an overstretched and out-of-date infrastructure. 

There is finally an understanding in this post-9/11 world of the 
critical nature of foreign assistance and development programs to 
our national security. In fact, in 2002, President Bush labeled glob- 
al development as the third pillar of national security, alongside 
defense and diplomacy. 

With an ever-increasing demand on our foreign assistance pro- 
grams, we find ourselves with a creaking and overloaded bureauc- 
racy implementing a broad and confusing panoply of assistance 
programs with a greater emphasis and expectation for quick re- 
sults. 

To be clear, our current assistance and development programs 
are advancing our security and foreign policy interests, alleviating 
suffering, and reducing poverty around the world today. 

The men and women who serve at the U.S. Agency for Inter- 
national Development, the State Department and the myriad of 
other agencies that implement these programs are no doubt dedi- 

(l) 
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cated and highly capable. We meet these great people wherever we 
visit, and I think all of my colleagues here have had the same expe- 
rience. However, neither the programs nor the people are able to 
keep pace with the increasing demands and the changing political 
and security environment in which they may operate today. 

A recent Congressional Research Service study found that nearly 
one-fourth of our foreign aid dollars are appropriated to and imple- 
mented by the Department of Defense — I was shocked by that, al- 
though I knew it was happening. And another 22 percent is imple- 
mented by other departments and agencies. Only 53 percent of our 
total foreign aid programs are executed by the State Department 
and USAID. The growing role of the military in implementing our 
humanitarian and development programs is an area of great con- 
cern to me and will be the topic of a special hearing of this sub- 
committee in coming months. 

However, as we consider reforming the foreign assistance appa- 
ratus, the diffusion of resources and responsibilities across the pro- 
liferation of agencies and departments must be reexamined. The in- 
volvement of 10 Cabinet departments over 15 sub-Cabinet or inde- 
pendent agencies has created a management nightmare for our 
Ambassadors in the field, and has led to a lack of oversight, ac- 
countability, coordination and coherence of assistance programs. 

The effectiveness of our programs and the efficiency of our bu- 
reaucracy can and must be approved if we are to achieve our for- 
eign policy objectives and retain the confidence of the American 
people. It is time for us to look at the foreign assistance apparatus 
of the United States not with an eye toward further tinkering 
around the edges, in my judgment, but with the aim of reinventing 
it to reflect the challenges and needs of the 21st century. What is 
needed is a renewed, more focused mission and mandate, a better 
understanding of the expectations of Congress and the American 
people and a streamlined, coherent and empowered structure that 
can implement this vision. 

There have been a number of reports and studies over the past 
2 years that examine the key issues and provide recommendations 
to guide reform efforts. Today, we have with us some of the individ- 
uals that have led these efforts. 

The most recent report is from the HELP Commission, which 
was established by Congress in the fiscal year 2004 omnibus appro- 
priations bill under the initiative of my good friend and esteemed 
Ranking Member, Frank Wolf. This bipartisan commission recently 
released its report. We are pleased to have with us the Chair and 
Vice Chair of the Commission, Mary Bush and Leo Hindery. Com- 
missioners Hindery, Jeffrey Sachs, and Gayle Smith issued a sepa- 
rate report with additional recommendations on the structure of 
foreign aid; and I look forward to discussing the recommendations 
of both the majority and the minority reports. 

In addition, we have Dr. Lael Brainard, Vice President of the 
Brookings Institution, just recently having had her third young 
one. And we really appreciate your coming out from maternity 
leave today, but I know what a passion this is for you. Lael co- 
chairs the Brookings CSIS Task Force on Transforming Foreign As- 
sistance for the 21st Century. Their report is entitled Security by 
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Other Means: Foreign Assistance, Global Poverty and American 
Leadership. 

And, finally, we have George Rupp, President of the Inter- 
national Rescue Committee, who has participated in both the CSIS 
Commission on Smart Power and InterAction’s effort on foreign aid 
reform. 

All of the reports presented today call for increased coherence 
and coordination of the United States Government’s foreign assist- 
ance programs. They also call for the establishment of new struc- 
tures to achieve our foreign assistance goals. 

The majority HELP Commission report focuses on the need for 
coordination of our defense, diplomacy and development priorities, 
calls for a restructured State Department and a unified security 
budget. I would like to hear more about this proposal and how we 
can ensure that the expertise and independence of our development 
programs are not lost when they are incorporated into the State 
Department. 

The other reports recommend a new Cabinet -level agency for for- 
eign assistance and development programs. This would elevate de- 
velopment in a new and exciting way, but I also have concerns that 
this might result in an eventual separation between our foreign as- 
sistance programs and our foreign policy agenda. 

There are others who are not here today but whose work is also 
important to the discussion. The Center for Global Development 
and the Senate Foreign Relations Committee recently released re- 
ports that I would urge members to read. 

I would also like to insert into the hearing record and have in- 
cluded in your folders a letter outlining reform recommendations 
from Brian Atwood, Peter McPherson, the USAID Administrators 
in the Clinton and first Bush administration, respectively. 

[The information follows:] 
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TO: Helping to Enhance the Livelihood of People around the Globe Commission 

(HELP Commission) 

FROM: Peter McPherson 

Brian Atwood 


DATE: October 15,2007 

SUBJECT: The Organization of U.S. Foreign Assistance Programs 


Much attention has been given over the years to the organization of the foreign assistance 
programs of the United States Government. The matter is far from resolved and almost everyone 
feels that we can do better. The matter has been the source of high level reports, papers from 
several think tanks and much discussion over the years. Two years ago Department of State 
understood that there was a problem and worked to deal with it by folding the United States 
Agency for International Development (AID) further into State. About that time Congress created 
the Help Commission to study the matter and recommend changes. Those recommendations are 
expected in the next few weeks. 

We have been Administrators of AID in both Republican and Democratic 
Administrations. We have seen problems but also much success over the years. Indeed, America 
can be proud of the leadership AID has exhibited and its influence with other donors and partners 
in the developing world. Great challenges represented by poverty and the need for growth 
continue, and the world is a better place because of the ingenuity and leadership of our foreign 
assistance program in areas such as health, education, agriculture, democratic governance and the 
environment. 

At the core of any discussion of U.S. foreign assistance is AID, which administers substantial 
amounts of our development and humanitarian aid. The history of this agency is important AID 
has some wonderful successes that have made a difference in millions and cumulatively billions 
of lives. These successes have been accompanied by problems but this should come as no 
surprise. After all, AID is doing its work in places that by definition don't work very well. To add 
to the organizational stress, AID over the years has controlled substantial resources devoted to 
international programs when at times there were other international budget challenges. Thus, 
State and other departments have often worked to gain more control of both AID resources and 
policy direction. There has been much bureaucratic in fighting. 

Almost 20 years ago there began an effort to fold AID into State, motivated by the desire of some 
to reduce the money going to AID. It has been an intermittent slide, punctuated by some real AID 
successes. In the late 1980s, AID was thought to have insufficient foreign policy sensitivity to 
manage the new money for Eastern and Central Europe and the former Soviet Union, and 
direction for this work was assigned to State. In time AID’s direct relationship with the Office of 
Management and Budget (OMB) was taken over by State with a huge loss of practical influence. 

Over the years, there was substantial diffusion of foreign assistance programs around the U.S. 
government. As AID became weaker with staff cuts and more, earmarks, policymakers began to 
look at other vehicles. A few years ago, the Millennium Challenge Corporation was created with 
Secretary of State as the board chair rather than the AID Administrator. The President's 
Emergency Plan for AIDS Relief (PEPFAR) was created and the head of the program reports to 
the Secretary of State, with program responsibilities held by State, AID and the Department of 
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Health and Human Services. Congress and issue groups have become frustrated with AID and its 
appropriation bills have become heavily earmarked. A pattern has developed over time with 
AID'S power and role often divided or diminished. 

We should say here that we have never worked with a more committed group of people than 
those at AID. We have seen this commitment first hand. We have an organizational problem here, 
not a lack of dedication. Over the years, the U.S. citizen staff of AID has been reduced by about 
half. Because of these personnel cuts, AID has become mostly a contract agency instead of an 
agency that actually does the work. 

Again and again the decision before several Administrations and sessions of Congress was 
whether to take something else from AID, or whether to step back and put die resources and 
effort into rebuilding AID. The people making these decisions were good people with immediate 
problems to solve, and after all, AID did have issues. This is really not a question of individuals 
making bad decisions because they were acting rationally in the context of the whole situation. 
However, the result of the sum total of the decisions is a much weaker AID as an institution. The 
question is whether that is wise given the importance of the development and humanitarian 
missions of the agency. 

It is time we look at the total impact and wisdom of what has been done, and what should be done 
now. Such a step back was clearly the thinking of Congressman Frank R. Wolf (R-VA), with the 
strong support of Congresswoman Nita Lowey (D-NY) when they created in legislation the 
HELP Commission to look at all of these issues and more. The report of the Commission will be 
out in the weeks ahead and hopefully the foreign policy advisors of the presidential candidates 
will give at least some consideration to the matter as will a new administration in 2009. 

As former USAID Administrators, we have a deep commitment to the successful implementation 
of foreign assistance and accordingly would like to give our views. 

There are three primary options for reshaping the AID organization: 

• 1 ) Integrate USAID into State 

2) Create a cabinet-level agency 

3) Return USAID as a separate much stronger agency 

As to option one, integration has been tried step-by-step over the years with near completion in 
the last couple of years. We were guardedly supportive of the initial moves proposed by State, in 
some part because of the commitment by Secretary of State Condoleezza Rice to make it work. 
She believes in development and wished to make the program more transparent and accountable. 
In addition, full integration was an experiment that the body politic in Washington probably had 
to try. Unfortunately, most people in AID and many out of AID feel that the impact of the 
reorganization is far short of the expectations. Some argue that the situation is worse because of 
further erosion of AID'S power to allocate resources and determine development policies, as well 
as the further separation of policy from operations. An often-cited problem is the new 
bureaucracy that was created in State, with 400 or so benchmarks to track outcomes 
("management by objective on steroids"). 

But the problems are really much more fundamental than these recent complaints and obviously 
go beyond personalities. The fact is that AID and State have significantly different missions in 
terms of substance and timeframe. The mission of State is day-to-day statecraft of managing the 
political demands and exigencies in specific countries and regions. The State Department must 
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be, to some important degree, crisis oriented and its priorities are frequently driven by an urgent 
need to respond with diplomatic effort and resources. Their responses often involve a short term 
horizon and resources that are easily accessed and fluid. 

On the other hand, AID and development work must trice a longer viejjrt' Sometimes we 
Washington planners think real social and economic change can happen in five years but a review 
of world history tells us that real change is measured in decades. In short, the missions of the 
organizations and the people who work in them are different. We must accept these differences as 
reality and not think we can wish them away. The fundamental problem with the development 
mission being located in State is that the department's immediate priorities, by their nature, will 
almost always trump the preventative, long-term nature of the development mission. Of course 
the State Department does think long-term as an institution. Clearly, state has some of the best 
strategic thinkers in the world. But, they cannot ignore the events of the day. With the best of 
intentions. State’s longer term perspectives will have to yield at times to the needto deal with the 
crisis or the diplomatic opportunity of the moment. AID obviously should play a role in some of 
these crises and opportunities but can not do so at the exclusion of its long term development role. 

Even when the long term development mission is given priority in State, there are real 
management issues. Power usually remains in the hands of foreign policy officers and AID does 
the work in the field. It is a classical management mistake to separate power from operations. 
Someone "up there" decides that a road needs to be built without regard to whether the road can 
be built or will be used or can be maintained. 

Some have argued that we need a Nichols-Goldwater/cross assignment of personal approach and 
other steps to make the culture of each organization more able to work on the mission of the 
other. The problem with that is Nichols-Gold water took a generation to have real impact at the 
Department of Defense. We should look at AID development work as we know it today as a 30 or 
40 year effort. On or before that time the problems will certainly be much different than they are 
today. We cannot predict the mission and organizational requirements of the future. Look at most 
of Asia and even most of Latin America two generations ago for what the world's expectation 
should be in the next several decades. The web, cell phones, global financial markets, etc. are 
changing the world rapidly. (These are circumstance that should be taken advantage of by donors 
as we work to build human resources, research, democracy building, etc) We should insist that 
development be effective now, not in 20 years from now after we have changed the culture of 
State and AID. 

Integration has been tried in various forms and it is time we recognize that it has not worked 
because of fundamental reasons. 

As for option two, creating a cabinet-level agency has great appeal among the development 
community and no doubt it will be given some consideration regardless who is elected President 
in 2008. It would bring the stature to development that it deserves and we find that appealing. 
However we have not reached agreement between ourselves about this option. We do agree that 
U.S. foreign policy considerations can not be separated from foreign assistance. We believe that 
the U.S. Secretary of State should have the lead in foreign policy decision making within the 
administration and that our foreign assistance programs must be consistent with that overriding 
policy. Moreover, development assistance often needs the political support of the Secretary of 
State, a role that Secretary Rice and others before her have undertaken very well. We have given 
a great deal of thought to how to develop an appropriate role for foreign assistance for the 
Secretary of State, and also how to provide a good structure for the development mission of AID. 
We do understand that a future president might seek to underscore the importance of international 
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development cooperation and further empower AID within the government by elevating the 
Administrator to cabinet rank. This has been done in the past with the administrators of sub- 
cabinet agencies. 

The option around which we can come together is option three. We support a strengthened AID 
that, at a minimum, has the capacity to provide leadership for the USG development strategies 
and can generally lead those strategies on the ground. A strengthened AID should be in position 
to offer a strong voice within the USG on issues related to poverty reduction/economic growth in 
developing countries and help lead the donor community and developing countries into a new era 
of development cooperation. The AID Administrator, under this option, would report to the 
Secretary of State and no one else at State. AID otherwise remains separate, e.g. it would work 
out its own budget as in the past with OMB. Moreover, AID should have a seat at the National 
Security Council, a new position for AID. There needs to be a strong voice on development at the 
highest levels in the government as other agencies and departments, including the Department of 
Defense, become more involved in developing countries. The AID Administrator could be 
named by statute as the Chief International Development Officer of the U.S.govemment, thus 
strengthening the role with other agencies or departments working abroad in development 
Moreover, this designation would reflect the importance of development in long term U.S. 
foreign and economic policy. Also, there should be a Quadrennial International Development 
Review led by AID such as the QDRR of Department of Defense. It may even be that the name 
of AID should be changed to reflect a new relationship with developing countries and a new 
beginning, e.g. "Partnership for Development" or "Agency for International Development 
Cooperation." 

The number of U.S. citizen employees should be doubled (more technical experts and Foreign 
Service officers) and restored to about the numbers of 25 years ago. PEPFAR (HIV-AIDS 
program), now reporting to the Secretary of State, should report to the Administrator. The 
Administrator should chair the board of MCC, rather than the Secretary of State. State of course 
would remain on the MCC board (some argue that MCC should report to the Administrator). 
Democracy programs should be run by AID. State should continue to manage any military 
related, non-development work, though AID should be responsible for the drug eradication 
development programs. AID should be responsible for program content and project management 
of the Economic Support Fund (ESF) (as was largely the case in the 1 980s). 

The role of AID with the World Bank and the regional banks is complicated and a matter in 
which we do not fully agree. Funding for the banks and some macro finance issues have greatly 
benefited from Treasury Department leadership. On the other hand, Treasury does not have the 
expertise on many development issues which are at the core of much of the World Bank's work. 
Some way must be found at a minimum to enhance greatly the role of AID in the voting decisions 
of the U.S. Executive Directors to those banks. As suggested by our differences, some people 
believe that the U.S. executive directors should report to the Administrator. 

This is just some of the list of issues and possibilities that need to be worked out to rebuild the 
role and relationship of AID with the rest of the U.S. government. 

In brief, AID should be strengthened with the strong expectation that AID will play a full and 
successful development and foreign policy sensitive role. President John F. Kennedy felt that 
development needed a separate voice and agency when he and Congress set up AID in 1961 , but 
there always have been questions about the relationship between development and foreign policy/ 
international economic policy. We should be able to look over the history of these issues and 
draw lessons for the challenges we now face. 
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Ouf proposed approach^ the Administrator reporting to the Secrctaiy of State, but not being 
integrated into State, has worked well in the past, e.g. for most of the 1 980s when that was the 
informal but widely recognized arrangement. This arrangement of course never challenged the 
predominance of the Secretary of State in foreign policy or the ability <>£the Secretary to direct 
the AID Administrator on matters important to the Secretary. We believe that a proper balance 
can be struck between foreign policy considerations and the development objectives of AID. 

Another challenge today is keeping our poverty-reduction/growth objectives roughly aligned with 
our trade and finance policies. For this purpose, the development mission needs a stronger voice 
in the economic councils of government than it can acquire if it is submerged within State. 

In sum, the integration of AID into State has been reasonably tried and it does not work, despite 
good intentions of all parties. We must do better. We propose looking at the history of these 
issues and having a different and much strengthened AID that is both responsive to US foreign 
policy and that plays a strong development role 



9 


Mrs. Lowey. Meaningful reform, as we all know, is a daunting 
task, one that will require a bipartisan undertaking and close col- 
laboration between the executive and legislative branches. I hope 
this hearing will take us one step further down that road, and I 
thank you all again for coming and for your participation. 

Before we begin, even though Mr. Wolf is not here, Mr. Knollen- 
berg, do you have any comments or statements? 

Mr. Knollenberg. Madam Chairman, it is very kind of you to 
suggest that I might have, but I would be pleased to not make any 
comments now and look forward to hearing everybody’s testimony. 
Thank you. 

Mrs. Lowey. Thank you very much. 

Mary Bush, will you begin? 

Ms. Bush. Thank you very much, Chairwoman Lowey. 

Thank you so much for having this hearing today. It is very, very 
important for carrying forward the work not only of the HELP 
Commission but of the many others that you have mentioned that 
are studying this critically important subject. 

I also want to thank Congressman Wolf in his absence for hav- 
ing, as you said, the initiative to put together to do the legislation 
that formed the HELP Commission; and all of the commissioners 
I can say were deeply honored to have served on this Commission. 

I want to echo several things that you said. One of them is that, 
despite all of the problems that we found in our study and that are 
laid out in our report, we do know that the people who work in for- 
eign aid and in our State Department are really doing a terrific job 
with the resources that they have; and part of the problems that 
they face are in our structure and in resources and human re- 
sources and financial resources and the like. And I will speak more 
about that. 

Another important point is, as you said, this is a bipartisan com- 
mission, Democrats and Republicans. We came from all walks of 
life, from academia, from government, former government, from 
business, some with much experience in foreign aid and some with 
none whatsoever; and we all came to the conclusion that U.S. for- 
eign assistance is broken and that it is urgent that it be fixed. 

And our conclusions, our recommendations, I must say, really do 
not break down along partisan lines. There were two guideposts 
that guided our work; and you have referred to those, also, Chair- 
woman Lowey. And that is our humanitarian values, the desire of 
Americans to help others around the world who are in need and 
who want to live better lives, and America’s security. And we 
therefore concluded that foreign assistance is clearly in the na- 
tional interest of this country. 

We listened to about 75 experts; and, as we listened to them, we 
divided foreign assistance roughly into three categories: humani- 
tarians, security and development. On the first two, we think that 
the United States does a very good job. 

It is the third one, development, long-term development, where 
we are, quite frankly, missing the boat. We believe, the Commis- 
sion, that development must be elevated as a priority, as a priority 
for America. President Bush has said that: defense, diplomacy, de- 
velopment, the third leg of the stool. I think that you, the Con- 
gress, and he tried to give that some teeth — or gave it some teeth, 
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I should say — with the Millennium Challenge Corporation which 
focuses on the long term. But we know that it has to be given even 
more teeth, and that is why we are recommending a major revamp- 
ing of the U.S. Government’s system for foreign aid. 

The other thing that we all have to recognize is that development 
takes a long time. It simply does not happen overnight. It simply 
does not. And therefore it is very difficult to focus on long-term de- 
velopment within the context of our 1-year budget cycle. So that is 
an issue that we think has to be addressed. 

We also recognize that development has to take place in conjunc- 
tion with the leaders of the developing countries. There must be — 
as is said in the development profession, there has to be local own- 
ership. The leaders of the countries and civilians of the countries 
must really take part in formulating what the programs are that 
will best suit their needs. 

Now, how do we get there? One of the things that I think is 
hugely important is that we have to step back, the Congress, execu- 
tive branch, and the legislative branch, and we have to figure out 
what our vision and our strategy is for development. If you do not 
know where you are trying to go, then how can we possibly know 
that we are taking the right steps to get there? So vision might 
sound like kind of a soft thing. I come partly from the corporate 
world and partly from the government world, and I think the vision 
and strategy are just hugely important. 

It is also important to bring the American people into it. And we 
heard so often early in our deliberations that there is no constitu- 
ency for foreign aid. I do not believe that. I really do not believe 
it. And we had studies done, we got anecdotal information. I think 
that Americans are more and more involved in trying to help peo- 
ple around the world, whether it is the Iowa farmer going to Kenya 
to help them be more productive, whether it is through the finan- 
cial giving or whatever. 

But what is important is that we in Washington, you, our lead- 
ers, we hope will take charge of organizing that energy that we be- 
lieve is out there among the American people. And we sort of gave 
it a handle. We call it “Americans for Development.” The matter 
is urgent. The matter is very urgent. 

You know, America did a great thing with the Marshall Plan; 
and when this country pulls together all of its energies — the gov- 
ernment, the business sector, private citizens — to fire on all cyl- 
inders, then there is so very much that we can achieve. Let me give 
you a few more of the specifics, because I know I am on a fairly 
tight time limit here. 

One of the things that we suggest is that the Foreign Assistance 
Act, which, as you say, was written many, many years ago and has 
been layered over and encumbered with very complicating tries at 
changes, it is very difficult to operate under it; and it really does 
not suit complex 21st century needs. I think that the legislative 
and executive branches sitting down together to rewrite the Act 
can also begin to formulate what the vision should be. 

We need an integrated approach. As you say, there are a myriad 
of agencies and departments across the government that are in- 
volved in aid, and there is no one primary of coordination. And as 
we traveled out to visit some of the countries and some of our pro- 
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grams, we found that two or three agencies were working on the 
same issue and giving conflicting advice and having conflicting re- 
quirements for the countries. So it is not efficient, we are not doing 
a good job in that area, and we are not speaking with one voice. 

On the funding, now, Congresswoman Lowey, you mentioned the 
Defense Department and the huge role that they are now playing 
in foreign aid. And what we find, what our Commission found, is 
that they are really stepping into a vacuum and that that vacuum 
exists because the resources are not there for the State Depart- 
ment, for USAID, for others that really have foreign aid and devel- 
opment as their areas of expertise. 

One of the ways that we suggest that this could be looked at is 
to consider together the defense budget and the budget for civilian 
foreign affairs. And if you look at the total of those now, we are 
spending a certain percentage on civilian foreign affairs. I think 
the number is about 5 percent. But, in our view, if the Defense De- 
partment is having to spend huge amounts on aid and do things 
having our military engage in aid activities, that really, as Sec- 
retary Gates himself said, is not necessarily the purview of the De- 
fense Department. Then why don’t we look at those total budgets 
and think about allocating a larger percentage, maybe doubling 
that, about 10 percent, to civilian foreign affairs and helping to pre- 
vent some of the crises that happen and helping to prevent the 
very costly interventions of our military when there are large 
ungoverned territories and things that call for their intervention. 

Let me mention just two or three other points. One is structure; 
and this — I will be very frank — is the area where we — where the 
Commission had the widest areas of divergent opinions. And I 
know Leo is probably going to talk some about the independent 
Cabinet. But the other two options that were given really put for- 
eign aid squarely in the purview of the State Department; and we 
feel that that is important because, as we said, our guideposts were 
security and our humanitarian values. And understanding the com- 
plexity of the problems that exist in the developing world, to us 
those things have to go together, and the administration of aid has 
to go with security and with our political interventions. 

One of our recommendations supported by the majority is a 
major revamping of the State Department; and it would separate 
our activities into four major categories: political and security, hu- 
manitarian, development and economic, and diplomacy. But we 
think that all of those things must interact with each other in 
order for the United States to carry out very effectively its foreign 
policy. And I can come back and answer some more questions on 
that later but just to emphasize that putting aid under the State 
Department, our aid activities under the purview of the Secretary 
of State, we felt is hugely important. 

Another very important piece is what we call a new business 
model for growth. By some accounts, private actors, philanthropies, 
foundations, businesses are putting as much into the developing 
world financially now as the U.S. Government. We argue over the 
numbers. Some say it is not so much. Some say it is more. But that 
is not what is critical here. What is critical is the energy that is 
out there in the private sector, and even in the business sector, to 
address these issues. 
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We believe that the U.S. Government has to act, has to be 
proactive in involving private actors, that we have to leverage our 
strengths. The private sector is great at capitalist ventures, at en- 
trepreneurship. We are great at other things. We have got different 
sets and different kinds of fundings, and we think that the United 
States, that America will do a much better job if we put all of these 
things together. 

We have initiatives that we recommend to help small and me- 
dium small enterprises around the world. That is what generates 
a lot of the growth here in the United States. The same can be true 
in the rest of the world. It is a neglected sector by the capital mar- 
kets, and it is a neglected sector in terms of the training and skills 
building and capacity building that is needed by the people. 

We have a trade initiative. We end up taxing or charging more 
in tariffs for the poorest countries in the world than we do for our 
European partners, for example. We collect more in tariffs from 
MCC-eligible countries than we give to them in grants. So our 
trade policy is totally misaligned with our development policy. 

I am going to stop there and close simply by saying that I believe 
in my heart that helping others move up the development curve is 
very simply the right thing to do. But I also believe that our chil- 
dren and our grandchildren will only be able to enjoy the peace and 
the prosperity that we enjoy if we help others and help give them 
hope and opportunity. All of these things are bound up together. 

And I thank you once again and look forward to questions and 
answers. 

Mrs. Lowey. Thank you very much. 

[The information follows:] 
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Chairman Lowey, Ranking Member Wolf, Honorable Members of the Subcommittee. 
On behalf of ail members of the HELP Commission, I thank you for the invitation to talk with 
you about the critically important subject of Reinventing Aid for the 21 st century. 

The HELP Commission members are deeply appreciative, on behalf of America, that 
Chairman Lowey and Ranking Member Wolf had the foresight, passion and commitment to 
initiate legislation that asked us to analyze the past, but most importantly, to look forward and be 
bold in our thinking about how U.S. foreign assistance needs to be transformed to meet complex 
21 st century challenges of today and tomorrow. 1 also commend President Bush and his 
administration for leadership in initiating major steps forward with foreign assistance initiatives 
such as PEPFAR, the malaria initiative and the Millennium Challenge Corporation. With the 
support and concurrence of the U.S. Congress, U.S. aid has increased substantially in recent 
years. But now, we must take the next steps for major transformation in order to address 21 s ' 
century challenges. 

I came to this assignment knowing that foreign aid is important to U.S. foreign policy and 
to helping people around the world whose lives are stricken by poverty, injustice, illiteracy and 
extreme illnesses. It soon became clear to me that foreign aid is also critical to America’s 
national security. 

America faces international challenges to its own peace and security that are unsurpassed 
by any in our country’s history and that are unprecedented in nature. We have fought in two 
world wars. We rose to the challenge of helping with the reconstruction of Europe. We rallied 
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against a known enemy during the Cold War and embraced and encouraged the spirit of Eastern 
European nations and people that wanted freedom so desperately. We helped them emerge into 
democratic, capitalist nations. But we now face an enemy that is different from any other, more 
desperate than any other, more stealth than any other in our nation’s history. 

At the same time, the world’s poor, nearly two billion people who live on less than $2 a 
day, face the relentless enemy of poverty every day of their lives. They face the enemies of 
illiteracy; illnesses, such as malaria, HIV/AIDS, and dysentery; the lack of clean water; injustice 
and corruption in their governments; and violence and exploitation, particularly in territories left 
ungovemed. The vulnerabilities of the poor make them frequent and easy targets for the same 
desperate, stealth enemy that seeks to threaten America’s security. 

In deliberations at the HELP Commission, this highly dedicated group of 21 
Commissioners approached the assignment of transforming foreign assistance with America’s 
strong humanitarian interests in helping the poor and with our own security interests as our 
guideposts. We found that a major re-vamping of our government-wide foreign aid is required in 
order to meet complex 21 s< century foreign policy demands. But other supportive actions are 
necessary as well. For this reason, we called our report “Beyond Assistance.” I will explain 
more on that later. 

The Commission report presents many actions that must be taken because of the 
complexity of the problems we identified in our own system and the complexity of the 
challenges that the poor of the world face. We present the report to our leaders in the Legislative 
and Executive branches with the knowledge that you can, and the hope that you will, take the 
bold actions necessary to tackle these intersected problems of the desperate poor and America’s 
security. In our considered and collective judgment, we advise you that reinventing aid and 
going beyond aid in applying America’s strengths and resources is an urgent matter. Reform and 
transformation cannot wait. As the Commission says in its report “our foreign assistance system 
is broken. We ignore this reality at our peril.” 
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Let me now tum more specifically to the HELP Commission’s report. As we engaged in 
our deliberations and listened to the advice of as many as 75 experts over the course of 22 
months, we came to view foreign assistance as falling into roughly three categories — 
humanitarian, security and development assistance. With regard to humanitarian assistance, 
America gets very high marks. We use U.S. Government aid well for humanitarian purposes and 
Americans are wonderfully generous people when tragedies strike such as the Asian tsunami, 
destructive hurricanes, famines, etc. And of course, security is a high priority and we focus 
funding to meet security needs. However, assistance aimed at development that is lasting and 
that helps enable people to better meet their needs is the area most in need of attention. 

The urgent need for stepped-up development in so many places around the world and the 
recognition that development requires many things — the right policies and institutions, economic 
growth and trade, leadership and good governance, among other things, led us to call our report 
“Beyond Assistance. " This is further explained by the following important points from the 
Commission’s report. 

We believe that our Legislative and Executive branches must develop a shared 
vision and strategy that recognizes that development is a long-term process. And our 
leaders in both branches must actively engage the support of the American people. The 
creation of this vision and strategy is necessary to produce the profound change that is needed 
and to produce results that are more lasting and have a larger impact on people in the developing 
world. An immediate step to be taken in support of a shared vision is the design of a new 
Foreign Assistance Act. Originally enacted in 1961, the Foreign Assistance Act is now 
encumbered by a plethora of reforms and revisions that make it extremely cumbersome — in 
addition to being outdated for 21 s1 century challenges. An outline for a new foreign assistance 
act has been drafted by the Commission and its staff and is available on the Commission’s 
website, www.helDcommission.tiov . We also believe that a streamlined account system and 
multi-year focus on country and regional program needs would be best for helping to 
encourage long-term development. Four or five major accounts that support development, 
humanitarian, post-conflict and failing states and security aid activities should be governed 
by clear limits on the use of funds in each account. Clear boundaries should help assure that 
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long-term development goals receive priority they deserve. The Foreign Assistance Act remains 
in place despite the fact that 21 st century development challenges as well as global, economic, 
technological and demographic conditions have changed dramatically since 1961. This means that 
meaningful and major change is necessary to do justice to our foreign policy goals and to 
expenditures of taxpayer dollars. We hope that our report will be the start of a collaborative effort 
to enact a Foreign Assistance Act for the 2 1st century. 

The U.S. Government needs an integrated approach that goes beyond assistance and 
uses a basket of tools from 1) all Departments across the government that participate in 
aiding other countries and 2) private sector actors and resources. We believe that U.S. 
Government assistance must be part of a more comprehensive, cohesive approach of engagement 
with the developing world. This integrated, comprehensive approach should include diplomacy, 
trade, security cooperation and the full range of private sector actors and resources. 

The Commission believes that our assistance and security goals would be well served by 
creating a Unified National Security Budget that includes both the Defense and 
International Affairs budget functions. By creating this unified budget and allocating a larger 
percentage to civilian foreign affairs than is currently the case, we will strengthen America’s 
prevention activities by putting more resources to work to prevent or solve crises before they 
explode into full-blown emergencies requiring expensive military involvement. Currently, DoD 
is stepping into the vacuum and performing more and more aid-related functions. 

Quoting Secretary of Defense Robert Gates, “What is clear to me is that there is a need for a 
dramatic increase in spending on the civilian instruments of national security — diplomacy, 
strategic communications, foreign assistance, civic action and economic reconstruction and 
development. Some arc calling this “smart power.” 

Along with the steps for transformation recommended in the Commission’s report, ample 
resources for civilian foreign affairs are necessary. The unified budget concept is a way to get 
there. 
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We also recommend the creation of a National/International Affairs Strategy 
(NIAS). This strategy should be derived from our overall National Security Strategy that should 
encompass military and civilian foreign affairs (smart power) activities. The NIAS would 
elaborate international affairs objectives at the global and regional levels as well as on a country- 
by-country basis and would outline government-wide capabilities needed to achieve the 
objectives. 

We must give priority to programs that lead to economic growth and job creation 
and provide technical assistance to enhance the skills and capacities of people in the 
developing world. Only when people have the tools and the means to better support themselves 
and their families will they become less dependent on outside sources of support. 1 believe that 
one’s ability to develop his or her talents, skills and means of support gives them a greater sense 
of hope and feeling of dignity about their own lives and circumstances. Some things that are 
absolutely necessary to help generate economic growth and development follow. 

Trade has proven to be an essential stepping stone for countries to move up on the 
development scale. Access to markets and further integration into the global trading arena is a 
necessary ingredient for economic growth, long-term development and poverty reduction. The 
Commission recommends some specific steps that the United States Government can take to 
assist some developing countries with better access to markets. Specifically, we recommend that 
the U.S. Government give duty-free, quota-free access to U.S. markets to good-performing 
countries. We have suggested that good-performing countries be defined as those that are 
eligible for an MCC Compact or Threshold Program. In studies conducted by the Commission, 
we found that the U.S. Government is taking back in duties and quotas approximately the same 
amount that we extend in grants to MCC countries. The Commission also recommends that the 
U.S. Government provide the same duty-free, quota-free status to those countries that have a per 
capita Gross Domestic Product (GDP) under $2,000. As one of our Commissioners so aptly puts 
it, “We need to stop taxing the poor.” 

Another critical component for helping to support and generate economic growth is the 
encouragement of the growth of small and medium-sized enterprises. Just as significant job 
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growth and economic growth has emanated from small- and medium-sized companies in the 
United States, the same can be true in developing countries. In fact, as our Commission studied 
this issue, we found that this is the most neglected segment as far access to capital is concerned 
in much of the developing world. Microftnance, as you know, is spreading rapidly to help 
capitalize the endeavors of very small “mom & pop” businesses. And in good performing 
developing countries, many of the larger companies have access to private capital markets. We 
refer to the small- and medium-sized enterprise (SME) segment as “the missing middle” because 
their access to capital and to the technical, managerial and business skills needed for growth are 
most neglected by private capital markets. Therefore, we recommend that the U.S. Government, 
in conjunction with private sector institutions, create a vehicle for extending loans and equity 
investments as well as the much needed technical assistance. Such a vehicle can be structured to 
support growth in agricultural sectors as well as financial, commercial and industrial enterprises. 
As with similar vehicles in which the U.S. Government has engaged, we do believe that all 
capital, which of course uses American tax payer dollars, should be repaid to the U.S. 
Government. Partnerships with the private sector, particularly the business sector is of utmost 
importance in this initiative. Such partnerships will increase the familiarity of private actors with 
SME markets in developing countries and, I believe, lead eventually to private business doing 
more investing on their own without the need for government partnerships. 

The U.S. Government must proactively engage with the private sector to leverage 
the strengths and resources of business and philanthropies with those of the government. 
By some accounts, private actors now contribute approximately as much to the developing world 
as the U.S. Government. This proactive engagement with the private sector needs to be well 
embedded in our institutions and our standard ways of doing business. The Global 
Development Alliance is an excellent example of marrying government and private funding 
and leveraging the strengths and capabilities of each. I believe that we should build on this 
model with expanded resources and commitment. This much enhanced outreach to the 
private sector as well as to multi-lateral organizations and developed countries for partnerships 
for development is a critical part of a New Business Model and is extraordinarily important for 
transforming aid for 21 st century complexities and requirements. The SMEs mentioned above 
are another aspect of this new way of doing business to further economic growth and long-term 
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development in our partner countries. 1 commend you to Chapter 5 of the Commission’s report 
for further elaboration on the New Business Model. 

The foreign aid apparatus of the 21 st century must have properly trained and 
equipped people and the right types of human resource systems and policies to attract and 
retain the brightest and the best. If we want different and better results from our foreign 
assistance programs now and in the future, we need to do different and better things to achieve 
those results. Failure to do so only hurts the very people the U.S. Government is trying to help. 
The Commission noted in Chapter Four of its report a number of actions that need to be 
implemented to fix some of the more notable human resource problems. These include 
substantially increasing and better training the U.S. foreign assistance direct-hire workforce, 
instituting a better cost accounting method that provides flexibility and appropriate oversight of 
program and administrative costs (eliminating the so-called Operating Expense account) and 
completely reforming the procurement and grant functions within our foreign assistance 
organization. 

With regard to our organizational structures, the Commissioners had lengthy discussions 
and the most widely divergent views about potential reformed structures. We all agreed that any 
revamping of our organizational structures must clearly elevate development in our foreign 
policy apparatus. The majority of Commissioners firmly believe that foreign aid must be 
squarely under the purview and authority of the Secretary of State. A small group of 
Commissioners believe that a structural option independent of the State Department would be the 
best way to go. Our report describes these options, including two structural options that put 
foreign aid under the Secretary of State. Our Commission recognized that this is an issue that 
will require intense debate by policy-makers. We have laid the groundwork for debate on 
structure to occur. During the course of that debate, I ask that our policy officials and legislators 
let their deliberations be guided by the clear interrelationships between national security, foreign 
assistance and development, and by the major recommendations for transformation that I have 
discussed here today and that appear in our report. In other words, the structure needs to be 
guided by the goals that we are trying to attain and the new ways of applying aid funds with new 
partners, both here and in other countries. 
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During the course of the Commission’s deliberations and as we discussed the range of 
activities needed to promote long-term development, I frequently referred to the “necessary, but 
not sufficient” argument. A short story illustrates the importance of thinking beyond assistance 
and beyond favored health and education programs so that we help people develop the skills, 
knowledge and capital to create their own vibrant private sectors and economic growth. On a 
Commission trip to Uganda, I visited a girl’s school funded by USAID. The school’s principal 
was extremely grateful for what America is doing for the girls. If not for this school, she said, 
they would have no education. But she also said that the heartbreaking thing is that, after they 
are educated, there are no jobs, no opportunities for work to earn a living and take care of 
themselves. The point of this story is that a country’s long-term development requires an 
integrated approach with resources and expertise from many sources and to be used for a variety 
of purposes based on the country’s needs. 

Historically, we have been generous with funding for health issues and we place some 
priority on education, among other things. But as we look at what is necessary for long-term 
development, it is clear that: 

- Health is a necessary but not a sufficient condition for development. 

- Education is a necessary but not a sufficient condition for development. 

Institution building is a necessary but not a sufficient condition for development. 

For economic growth and long-term development, other things are also necessary. Trade and 
access to global markets are necessary. Access to capital-both debt and equity-is necessary. 
Infrastructure improvement is necessary. Increasing agricultural productivity is necessary. 
Supporting democratic principals is necessary. And job creation through all of these activities is 
of paramount importance. For all these reasons, we must focus on countries and regions and 
work in conjunction with our local partners to develop strategies for their long-term 
development. 

Let me emphasize that the United States cannot do this alone. We must work in 
conjunction with other countries and with multi-lateral organizations. Working with other 
countries includes working with the developing country recipients themselves. This is an 
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important part of what we refer to as a New Business Model-- and it builds on one of the prime 
requirements of the Millennium Challenge Corporation. As in the case of the MCC, local 
leadership must be engaged and the countries and their citizens must help determine the 
programs that best suit their needs (local ownership). 

Let me conclude with this. America can do something about the problems of the poor 
and at the same time help assure its own peace, prosperity and security. I say America can do 
something about this advisedly because this really means all of America — government, business, 
individuals, foundations and philanthropies. Each has distinct strengths and competitive 
advantages that, now more than ever, need to be used collectively and brought to bear on these 
problems. There is nothing like America’s ability to change the world when Americans forge 
themselves together to “fire on all cylinders”. There is also nothing like the compassion and 
generosity that Americans have shown, time and time again, when people are suffering or lives 
are threatened. 

The challenge to our leaders and to America is to face the reality that, when others 
around the world are not free and instead live under dictators or tyrants; when others are 
suffering and dying from frequently preventable and curable diseases; when others around the 
world live in abject poverty and have no chance at better lives and no hope--these things affect 
us as well. They affect our hearts when brought into our line of vision. Our freedom is wrapped 
up in the freedom of others. Our children and our grandchildren’s ability to continue to live in 
prosperity and peace are undeniably bound up with the ability of our neighbors around the world 
to have some semblance of hope and opportunity for their own lives. 

I hope that our report and the growing awareness of the importance of foreign aid, 
including that of my fellow panelists, will help to spur the urgent action that is needed. 
Reinventing foreign assistance for the 21 st century is absolutely necessary and 1 thank you for 
this opportunity to engage with you on this matter that, as you the Congress knows, is so critical 
to America’s national interest and to people in the developing world. 
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The Honorable Mary K. Bush, Chairman 



Mary K. Bush has served three U.S. Presidents and is widely recognized for her innovative and ground- 
breaking work in international finance, both in and out of government. She has negotiated policy positions 
on behalf of the U.S. Government with senior officials globally and has managed major financial 
transactions in world capital markets for commercial and financial institutions. 

Since 1991, Ms. Bush has been President of Bush International, LLC, a firm that advises governments and 
companies on capital markets and business development strategies. During the 1990’s, she also hosted 
“Markets and Technology,” a nationwide cable television program on global business and economic 
matters. She is a frequent speaker on business and financial issues; is periodically a guest commentator on 
financial market matters on PBS’s NewsHour with Jim Lehrer, CNN and America’s Voice Network. In 
2006, President Bush appointed her Chairman of the HELP Commission. 

She was Managing Director of the Federal Housing Finance Board from 1989-1991, where she oversaw the 
management, regulation, capital structure, as well as the SI billion of monthly funding of the Federal Home 
Loan Banks. Prior to that, she served as the Vice President of International Finance at Fannie Mae. Under 
her leadership, Fannie Mae became a major, active issuer of debt and mortgage-backed securities in Asia 
and Europe. 

Ms. Bush was appointed by the President and Senate-confirmed in 1982 and 1984, as Alternate Executive 
Director to the International Monetary Fund (IMF) Board. She led the development of the Structural 
Adjustment Facility that channeled several billion dollars from the IMF and World Bank to countries that 
enacted free market, business-friendly reforms. 

In 1982 and 1983, Ms. Bush was the Executive Assistant to the Deputy Secretary of the U.S. Treasury 
Department. In New York in the I970’s, she managed relationships with Fortune 500 clients of Bankers 
Trust, Citibank and Chase Manhattan Bank. 

Boards on which she serves include: Mortgage Guaranty Corporation (Chairman, Audit Committee), the 
Pioneer Family of Mutual Funds (Chairman, Policy Administration Committee), Brady Corporation and 
Briggs & Stratton Corporation. Ms. Bush also serves on the Kennedy Center Community Advisory Board 
and on the Governing Council of the Independent Directors Council. Former Boards include Texaco, Inc., 
NationsBank Trust Company, Millennium Chemicals, Inc., March of Dimes and the Hoover Institution. 

She holds an M.B.A. in Finance from the University of Chicago and a B.A., Phi Beta Kappa, Magna Cum 
Laude from Fisk University. She was bom in Birmingham, Alabama and resides in Chevy Chase, 

Maryland. 
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Mrs. Lowey. Mr. Hindery, welcome. 

Mr. Hindery. Thank you, Madam Chairwoman and members of 
the subcommittee. My name is Leo Hindery. It is my privilege to 
be the Vice Chair of the HELP Commission and an honor to be 
with you this morning. 

As the chairwoman mentioned, I, along with two other Commis- 
sion members, Jeffrey D. Sachs and Gayle D. Smith, prepared a 
minority Commission report and, with your indulgence, Chair- 
woman, would ask that you put that into the record. 

I would like to spend the few minutes that I have today dis- 
cussing that report. We entitled it Revamping U.S. Foreign Assist- 
ance, which we saw as a true alternative to the overall HELP Com- 
mission Report. While we agree with certain of that report’s com- 
ments and recommendations, we differ on several important points. 

Specifically, while the HELP Commission was created by Con- 
gress to reflect in how best to deploy the tools of development as- 
sistance, it was our opinion that the full Commission report did not 
adequately make the case for foreign assistance, it did not suffi- 
ciently establish its stature and position within our government, 
and it did not recommend sufficient funding for it. 

Our first significant conclusion, I would comment, is that the 
United States must and should promote development assistance as 
a core pillar of national security and American moral values, and 
we should all recognize in turn the substantial overall progress 
that has been made in economic development. 

Even though the principle has been part of the U.S. foreign pol- 
icy doctrine for 60 years, the 2006 National Security Strategy of 
the United States best explains the rationale today of development 
assistance when it says that, “America’s national interests and 
moral values drive us in the same direction: To assist the world’s 
poorest citizens in least developed nations and help integrate them 
into the global economy.” It concludes that “development reinforces 
diplomacy and defense, reducing long-term threats to our national 
security by helping to build stable, prosperous and peaceful soci- 
eties.” 

In the broadest terms, the efforts to develop economic develop- 
ment around the whole world during the past 50 years have in fact 
been highly successful — with the notable exception of large parts of 
sub-Saharan Africa which remain trapped in extreme poverty — and 
this success needs to be recognized by all of us. The biggest devel- 
opment successes, as we know, have come in Asia, but other suc- 
cesses are also part of the recent history of Latin America, the Mid- 
dle East and North Africa. 

The biggest challenges are now concentrated in a much smaller 
part of the world, with the epicenter of the world’s development 
challenge being in sub-Saharan Africa and selected parts of Central 
Asia and Latin America. It is not an accident, Madam Chair- 
woman, that development is coming late for these last remaining 
regions since they face the toughest problems in the world; namely, 
high disease burdens, poor infrastructure, landlocked regions far 
from trade and vulnerability to drought and other hazards. 

Our second conclusion, and a particularly important one, is that 
the U.S. should establish a new separate Cabinet-level Department 
for International Sustainable Development. This new department, 
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in our opinion, would house USAID, PEPFAR, the President’s Ma- 
laria Initiative and Millennium Challenge Corporation, plus all of 
the new emerging initiatives in such things as climate change. 

We believe that the case for a separate department rests on the 
following five principles: 

The need, as I said, to upgrade U.S. development assistance as 
a true pillar of U.S. national security. 

The need to improve U.S. Government management and exper- 
tise in public health, climate change, agronomy, demography, envi- 
ronmental engineering, and economic development. 

The need to work effectively with similar Cabinet-level depart- 
ments in ministries in partner countries. 

The need to depoliticize development assistance so that it can be 
directed at long-term investments that are critical in the fight 
against poverty, hunger, disease and depravation. 

And, importantly, the need for coherence of U.S. policies which 
truly impact international sustainable development. 

The current system in which USAID is part of the Department 
of State is failing, and the response that Chairwoman Bush puts 
forward we think is itself a failure. U.S. Aid is excessively politi- 
cized by connecting aid with short-term foreign policy exigencies; 
and until the status of sustained development within the govern- 
ment is improved, we believe that the U.S. Government will be un- 
able to attract the best experts in the development fields. 

The shift in the United Kingdom from having a mere sub-Cabi- 
net development agency to having a true Cabinet-level department 
called DflD has dramatically increased the standing, the reputation 
and, most notably, the expertise of the United Kingdom in the area 
of international development. Consequently, in our opinion, DflD is 
far, far ahead of USAID as a global thought-leader in development 
policy and, thus, relatively more successful. 

Our third conclusion is that the U.S., in order to follow through 
with its oft -repeated commitments to the Millennium Development 
Goals, should in fact make concrete efforts, Madam Chairwoman, 
to the target of having ODA be 0.7 percent of GNP and to aim to 
achieve this by the year 2015. 

Our United States has long recognized that it cannot and frankly 
should not carry the development financing burden on its own and 
that support for economic development in the poorest countries 
must truly be a shared global effort based on mutually agreed tar- 
gets, and all other developed countries agree. 

By far the most important shared goals today are the Millennium 
Development Goals, which as you know as a committee were adopt- 
ed by all nations in the Millennium Declaration of 2000 and which 
have been reconfirmed at every G8 summit since then. Twenty-two 
major donor countries, including our United States, have now 
pledged to achieve the ODA target of 0.7 percent of GNP. However, 
our country has not made, sadly, concrete efforts to achieve it; and 
U.S. ODA constituted just 0.17 percent of national income in the 
fiscal year just passed — 0.17 percent, not 0.7 percent. 

While some Americans — and this is an important point — while 
some Americans believe that the current low level of U.S. ODA is 
offset by a uniquely high level of U.S. private aid as a share of 
GNP, this is simply not the case. U.S. total giving as a share of 
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GNP, even including private aid, Madam Chairwoman, remains 
near the bottom of the donor rankings, with a combined share still 
of only around 0.23 percent. 

We believe strongly that the U.S. should join the European 
Union in setting a specific timetable for increasing ODA through 
the period 2015. As the EU already has, the U.S. should commit 
to reach 0.5 percent by the year 2010 and again the target of 0.7 
percent of GNP by the year 2015. Such a trajectory of aid would 
ensure success in achieving the Millennium Development Goals by 
2015; and it would put the world on a true pathway, a true path- 
way this time, of achieving the end of extreme poverty by the year 
2025. 

Finally, committee members, we conclude that U.S. political 
members and leaders should explain to the American people the 
international development commitments we have made and the ac- 
tual levels of U.S. aid that we are making as pillars of our security 
and relative to the spending of other partner countries. 

As Chairwoman Bush did identify, Americans do broadly support 
effective and large-scale development assistance. Yet, sadly and im- 
portantly, they grossly overestimate the actual amount of aid given 
by the U.S. overall and to Africa specifically. Americans consist- 
ently perceive that the U.S. foreign assistance spending is around 
20 percent of the Federal budget, and they would like it to be 
around 10 percent. However, since our actual assistance figure is 
only around 1 percent, we are in the paradoxical situation where 
the public would like to cut aid from an imagined 20 percent of the 
budget to only 10 percent, even though the 10 percent figure actu- 
ally would be a tenfold increase over the level we are actually at. 

Americans are also not aware of the lopsided nature of the three 
pillars of national security policy. In fact, defense received 95 per- 
cent of the total outlays in fiscal year 2007, whereas diplomacy is 
funded at 1.5 percent of total outlays, and development is funded 
at just 3 Vo. percent of total outlays. In dollar terms, as you well 
know firsthand, the defense spending was $611 billion in 2007, di- 
plomacy may be estimated at around $9 billion, and development 
assistance may be estimated at around $23 billion. 

Our other conclusions, committee members, have to do with har- 
monizing U.S. foreign policy commitments with the actual budgets 
and the programs — the actual programs and budgets of U.S. devel- 
opment assistance, with supporting multilateral objectives and 
funding mechanisms, and in truly genuinely using the full range 
of development instruments, including development assistance, 
trade opening and partnerships with our civil society. These are 
not as important conclusions as the ones I have highlighted, but I 
also obviously recommend it to you and encourage you to consider 
them. 

Madam Chairwoman and committee members, it has been a 
privilege. Thanks for this opportunity. 

Mrs. Lowey. Thank you very much. 

[The information follows:] 
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TESTIMONY OF LEO HINDERY, JR,, ON FOREIGN ASSISTANCE REFORM 
BEFORE THE HOUSE APPROPRIATIONS SUBCOMMITTEE ON STATE, 
FOREIGN OPERATIONS AND RELATED PROGRAMS, JANUARY 23, 2008 

Madame Chairwoman, other Subcommittee members, I am Leo Hindery, the Vice 
Chair of the HELP Commission. It is an honor for me to appear before you today to 
testify on foreign assistance reform. I, along with two other Commission Members - Jeffrey 
D. Sachs and Gayle D. Smith - have prepared a Minority Commission Report, and I ask that 
you place that entire Minority Report into the record. 

In the few minutes I have today, I want to discuss our Minority Report, entitled 
Revamping U.S. Foreign Assistance, which provides an alternative to the overall report 
of the HELP Commission. While we agree with certain of that report’s comments and 
recommendations, we differ on important points. 

Specifically, while the HELP Commission was created by Congress to reflect on how 
best to deploy the tools of development assistance, we believe that the full Commission’s 
Report does not adequately make the case for foreign assistance, sufficiently establish its 
stature and position within the United States Government, or recommend sufficient funding 
for it. 


Our first significant conclusion is that the United States should promote 


development assistance as a core pillar of national security and American moral 
values, and we should all recognize the substantial overall progress in economic 
development. 
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Even though the principle has been part of U.S. foreign policy doctrine for sixty 
years, the 2006 National Security Strategy of the United States best explains the rationale 
today of development assistance when it says that: “America’s national interests and moral 
values drive us in the same direction: to assist the world’s poorest citizens and least 
developed nations and help integrate them into the global economy . . . Development 
reinforces diplomacy and defense, reducing long-term threats to our national security by 
helping to build stable, prosperous, and peaceful societies.”' 

In the broadest terms, the efforts to promote economic development around the 
whole world during the past fifty years have been highly successful, with the notable 
exception of large parts of sub-Saharan Africa which remain trapped in extreme poverty — 
and this success needs to be recognized. The biggest development successes have come in 
Asia, but other successes are also part of the recent history of Latin America, the Middle 
East and North Africa. 

The biggest challenges are now concentrated in a much smaller part of the world, 
with the epicenter of the world’s development challenge being in sub-Saharan Africa and 
selected parts of Central Asia and Latin America. It is not an accident that development is 
coming last to these remaining regions, since they face the toughest problems in the world: 
namely, high disease burdens, poor infrastructure, landlocked regions far from trade, and 
vulnerability to droughts and other hazards. 


1 The United States National Security Strategy 2006. pp. 32-33. Available online at: 
http://www.whitehouse.gov/nsc/nss/2006/index.html. 


2 



28 


Our second conclusion, and a particularly important one, is that the U.S. 
t 

should establish a new separate Cabinet-level Department of International 
Sustainable Development (DfISD). ' J - y 

This new Department would house USAID, PEPFAR, the President’s M alaria 
Initiative, and Millennium Challenge Corporation, plus all new emerging initiatives such as in 
climate change. 

The case for a separate Department rests on the following five principles: 

• The need to upgrade U.S. development assistance as a pillar of U.S. national security; 

• The need to improve U.S. Government management and expertise in public health, 
climate change, agronomy, demography, environmental engineering, and economic 
development; 

• The need to work effectively with similar cabinet-level departments and ministries in 
partner countries; 

• The need to de-politicize development assistance, so that it can be directed at the 
long-term investments that are critical in the fight against poverty, hunger, disease 
and deprivation; and 
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• The need for coherence of U.S. policies which impact international sustainable 

development 

The current system in which USAID is a part of the Department of State is failing. 
U.S. aid is excessively politicized by connecting aid with short-term foreign policy exigencies 
and until the status of sustainable development within the Government is improved, the U.S. 
Government will be unable to attract the best experts in the development fields. 

The shift in the United Kingdom from having a mere sub-cabinet development 
agency to having a cabinet-level department called DfID has dramatically increased the 
standing, reputation and expertise of the United Kingdom in the area of international 
development Consequently, DfID is far ahead of USAID as a global thought-leader in 
development policy, and relatively more successful. 

Our third conclusion is that the U.S., in order to follow through on its oft- 
repeated commitments to the Millennium Development Goals, should make 
concrete efforts to the target of having ODA be 0.7 percent of GNP and aim to 
achieve it by 2015. 

The United States has long recognized that it can not and should not carry the 
development financing burden on its own and that support for economic development in 
the poorest countries must be a shared global effort, based on mutually agreed targets. And 
the other developed countries agree. 
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By far, the most important shared goals today are the Millennium Development 
^Goals, which were adopted by all nations in the Millennium Declaration of 2000 and which 
“ have been re-confirmed since then at every G8 Summit 22 major donor countries, 
including the United States, have now pledged to achieve the ODA target of 0.7 percent of 
GNP. However, the U.S. has not yet made concrete efforts to achieve it, and U.S. ODA 
constituted just 0.17% of national income in FY 2006. 


While some Americans believe that the current low level of U.S. ODA is offset by 
a uniquely high level of U.S. private aid as a share of GNP, this is simply not the case. 
U.S. total giving as a share of GNP, even including private aid, remains near the bottom 
of the donor rankings, with a combined share of still only around 0.23 percent. 2 


We believe that the U.S. should join the European Union in setting a specific 
timetable for increasing ODA through the period to 2015. As the EU already has, the 
U.S. should commit to reach 0.5 percent of GNP by the year 2010 and 0.7 percent of 
GNP by the year 2015. Such a trajectory of aid would ensure success in achieving the 


2 In 2004-5, 0.23 percent of GNP (i.e., 0.17 official phis 0.06 private). The Hudson Institute identifies 
much larger estimates of private giving in its Index of Global Philanthropy, specifically around $30 billion 
per year, broken down as follows: Private Voluntary Organizations (PVOs), $1 3.4 billion; faith-based 
groups, $5.4 billion; universities and colleges, $4.6 billion, U.S. foundations, $2.2 billion, and American 
corporations, $5.1 billion. However, there is strong reason to believe that these estimates do not reflect true 
development assistance. With regard to the PVO estimate, for example, while it attempts to cover 
international projects, it does not distinguish between development-oriented activities and other activities. 

In turn, the estimate of development aid from faith-based groups is without explanation of the development 
activities covered or of the services delivered by religious groups. The estimate for university giving is 
based on purported values of scholarships to foreign students in the U.S. from developing countries 
regardless of country of origin or personal means - yet notably, only 6 percent of the students are from the 
poorest continent, Africa. Finally, the estimate of corporate giving is dominated by a non-credible estimate 
of $4.2 billion of in-kind donations by U.S. pharmaceutical companies, with no verification that the stated 
values of the donated products are not simply the patent-protected market prices in the U.S., even though, 
through generics producers, they may be available to recipient countries at a small fraction of the patent 
prices. 
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Millennium Development Goals by 2015, and it would put the world on a pathway to 
achieve the end of extreme poverty by the year 2025.’ 

- ^ 

Finally, we conclude that U.S. political leaders should explain to the 
American people the international development commitments that have been made 
and the actual levels of U.S. aid compared to spending on the other pillars of U.S. 
security and the spending of partner countries. 

Americans broadly support effective and large-scale development assistance, yet they 
grossly overestimate the actual amount of aid given by the U.S. overall, and to Africa 
specifically. Americans consistendy perceive that U.S. foreign assistance spending is around 
20 percent of the federal budget, which they would like to be around 10 percent. However, 
since our actual assistance figure is only around 1 percent, we are in the paradoxical situation 
where the public would like to “cut” aid from an imagined 20 percent of the budget to 
“only” 10 percent, even though the 10 percent figure would actually be a tenfold increase 
over the real level of aid. 

Americans are also not at all aware of the lop-sided nature of the three pillars of U.S. 
security policy. In fact, defense received 95 percent of the total outlays in FY07, whereas 
diplomacy is funded at 1.5 percent of total outlays and development is funded at just 3.5 
percent of total outlays. In dollar terms, the defense spending was $611 billion in 2007, 


3 See the calculations in Jeffrey Sachs, The End of Poverty , New Y ork: Penguin 2005, based on the work of 
the UN Millennium Project and WHO Commission on Macroeconomics and Health, and consistent with 
the findings of the 2005 Africa Commission of the U.K. Government. 
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diplomacy may be estimated at around $9 billion, and development assistance may be 
estimated at around $22.7 billion. 

Our other conclusions have to do with harmonizing U.S. foreign policy 
commitments with the actual budgets and programs of U.S. development assistance, 
supporting multilateral objectives and funding mechanisms, and using the full range of 
development instruments, including development assistance, trade opening, and partnerships 
with civil society. Although not as important as the particular conclusions I have 
highlighted, we also recommend these to you. 

Thank you for this opportunity. 
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Revamping U.S. Foreign Assistance 

HELP Commissioner Jeffrey D. Sachs 
HELP Vice Chairman Leo Hindery, Jr. 
HELP Commissioner Gayle E. Smith 


Dear Sir or Madam, 

As members of the HELP Commission we are honored to provide you with our report on 
Revamping U.S. Foreign Assistance. We believe that the enclosed report lays out a plan for the 
American people, Congress and the Executive Branch which can be effectively and 
practically implemented during the next Administration and Congress. Our plan aims to 
bolster U.S. security and fulfill America’s moral vision and global responsibilities as to 
foreign assistance. And we are confident that it can win widespread bipartisan support. 

Our report provides an alternative to the report of the HELP Commission, of which we are 
original members. It had been our hope and intention to sign the Commission’s report 
without expressing our differences. Yet, while we agree with certain of that report’s 
comments and recommendations, we differ on important points. Most importantly, we 
believe that the opportunities for bolder U.S. assistance to eliminate dire poverty and 
improve U.S. national and global security are much greater - and more urgent - than the 
Commission’s report conveys. 

We also believe, notably, that the best way forward to seize these opportunities is through a 
new Cabinet-level Department for International Sustainable Development. This is one of 
nine specific important recommendations we make related to the structure, financing and 
modernization of U.S. development assistance. 

We look forward to working with you and your colleagues in the coming months to help 
advance our shared commitment to effective U.S. leadership in the fight against global 
hunger, disease, poverty- and instability' in low-income countries. 

With respect and gratitude, 

Jeffrey D. Sachs 
Leo Hindery, Jr. 

Gayle Smith 
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Revamping U.S. Foreign Assistance 


HELP Commissioner Jeffrey D. Sachs 
HELP Vice Chairman Leo Hindery, Jr. 
HELP Commissioner Gayie E. Smith 


ft was always oar hope and intention to sign the final HELP Commission Report without expressing 
differences. However . ; while we agree with certain of that Report’s comments and recommendations, 
we feel compelled to submit as well our personal views and recommendations in a separate report. 

These additional views , therefore, reflect our overriding, primary conclusions regarding 
U.S. development assistance. 

We submit this report on * Revamping US. Foreign Assistance ” because we believe that the 
opportunities for bolder U.S. assistance to eliminate dire poverty and improve U.S. national and 
global security are much greater - and more urgent - than the full Commissions Report conveys. We 
also believe, notably, that the best way forward to seize these opportunities is through a new Cabinet- 
level Department for International Development. 

While the HELP Commission was created by Congress to reflect on how best to deploy the tools of 
development assistance, we believe that the full Commissions Report does not sufficiently address this 
mandate. Nor does it, we fiel, adequately make the case for foreign assistance, recommend sufficient 
funding for it, or sufficiently establish its stature and position within the United States Government. 

Accordingly, in our additional views we make nine recommendations related to the structure of U.S. 
development assistance, to its financing and modernization, and to its role as a core pillar of national 
security and American moral values. 


Summary of Conclusions 

1) The U.S. should promote development assistance as a core pillar of national security and 
American moral values. 

2) The U.S. should follow through on its oft-repeated commitments to the Millennium 
Development Goals. 
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3) U.S. Foreign Assistance should harmonize U.S. foreign policy commitments in development 
(such as support for the MDGs and goals adopted at G8 Summits) with the actual budgets and 
programs of U.S. development assistance. 

4) U.S. political leaders should explain to the American people the international development 
objectives and commitments that have been made by the United States. 

5) U.S. political leaders should explain to the American people the modest levels of U.S. 
development aid in comparison with spending on other pillars of U.S. security (notably 
Defense), with U.S. commitments, and with the spending of partner countries. 

6) The U.S., in line with its own commitments and the actions of its development partners, should 
make concrete efforts to the target of 0.7 percent of GNP, and should aim to achieve that target 
by 2015. 

7) The U.S. should support multilateral objectives and funding mechanisms in health, agriculture, 
infrastructure, education, and community development, balancing aid roughly half and half in 
bilateral and multilateral initiatives. 

8) The U.S. should establish a new separate Cabinet-level Department of International 
Sustainable Development. 

9) The U.S. should use the full range of development instruments, including development 
assistance, trade opening (such as AGOA and a successful Doha Round), aid for trade, and 
partnerships with civil society. 


Foreign Assistance and U.S. Security 

The 2006 National Security Strategy of the United States explains the rationale of development 
assistance. “Americas national interests and moral values drive us in the same direction: to assist the 
worlds poorest citizens and least developed nations and help integrate them into the global 
economy ... Development reinforces diplomacy and defense, reducing long-term threats to our 
national security by helping to build stable, prosperous, and peaceful societies.” 1 In the context of 
national security, we should view development as one of the three main pillars, along side diplomacy 
and defense. 


1 The United States National Security Strategy 2006. pp. 32-33. Available online at: 
http:// www. wh itehouse. gov/ nsc/ nss/2006/indcx.html . 
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This rationale has been recognized in U.S. foreign policy doctrine for sixty years. The Marshall Plan 
effort to rebuild Europe after World War II defined development assistance as a critical tool to support 
the building of stable, prosperous, and peaceful societies. As General George Marshall explained in 
1 947, in launching the Marshall Plan: 

It is logical that the United States should do whatever it is able to do to assist in the return of 
normal economic health in the world, without which there can be no political stability and no 
assured peace. Our policy is directed not against any country or doctrine but against hunger, 
poverty, desperation and chaos. Its purpose should be the revival of a working economy in the 
world so as to permit the emergence of political and social conditions in which free institutions 
can exist. Such assistance, I am convinced, must not be on a piecemeal basis as various crises 
develop. Any assistance that this Government may render in the future should provide a cure 
rather than a mere palliative. 2 

President John F. Kennedy made a similar pledge in his Inaugural Address in 1961: 

To those peoples in the huts and villages across the globe struggling to break the bonds of mass 
misery, we pledge our best efforts to help them help themselves, for whatever period is required 
— not because the Communists may be doing it, not because we seek their votes, but because it 
is right. If a free society cannot help the many who are poor, it cannot save the few who are rich. 3 4 

Similarly, in launching the new Millennium Challenge Account initiative on March 1.4, 2002, 
President George Bush said the following: 

This growing divide between wealth and poverty, between opportunity and misery, is both a 
challenge to our compassion and a source of instability. We must confront it. We must include 
every African, every Asian, every Latin American, every Muslim, in an expanding circle of 
development. The advance of development is a central commitment of American foreign policy. 
As a nation founded on the dignity and value of every life, Americas heart breaks because of the 
suffering and senseless death we see in our world. We work for prosperity and opportunity 
because they’re right. Its the right thing to do. We also work for prosperity and opportunity 
because they help defeat terror. Poverty doesn’t cause terrorism. Being poor doesn’t make you a 
murderer. Most of the plotters of September the 11th were raised in comfort. Yet persistent 
poverty and oppression can lead to hopelessness and despair. And when governments fail to meet 
the most basic needs of their people, these failed states can become havens for terror. 1 * 

These observations, stretching over six decades, find ample support in the scientific literature and 
historical data. Poverty is a key factor in global instability. Poor countries are vastly more likely to fall 
into civil violence, state failure, and international conflict, than are richer states. This finding is 
thoroughly documented, among other places in the reports of the CIA Task Force on State Failure. 
And as President Bush rightly noted, the link of poverty and terror rests not with the individual 


2 General George Marshall, Speech ar Harvard University, June 5, 1947. 

3 John F. Kennedy, Inaugural Address, January 20, 1961. 

4 George W. Bush, Remarks on Global Development, Inter-American Development Bank, March 14, 2002. 
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terrorist, but with the fact that failed states become havens for terror, as has occurred in Afghanistan, 
Somalia, and many other countries. 

The data have recently been summarized in a highly commendable collection of essays, Too Poor for 
Peace?, published by the Brookings Institution (2007). The editors of that volume, Dr. Lael Brainerd 
and Dr. Derek Chollet, summarize the findings as follows: 

In a world where boundaries and borders have blurred, and where seemingly distant threats can 
metastasize into immediate problems, the fight against global poverty has become a fight of 
necessity - not simply because personal morality demands it, but because global security does as 
well. Extreme poverty exhausts governing institutions, depletes resources, weakens leaders, and 
crushes hopes - fueling a volatile mix of desperation and instability. Poor, fragile states can 
explode into violence or implode into collapse, imperiling their citizens, regional neighbors, and 
the wider world as livelihoods are crushed, investors flee, and ungoverned territories become a 
spawning ground for global threats like terrorism, trafficking, environmental devastation, and 
disease.^ 

One of the scientific teams in the volume, led by Prof. Ted Miguel of the University of California, 
reached the following conclusion: “The most obvious reading of these findings is that economic 
factors [poverty and low economic growth] trump all others in causing African civil conflicts, and that 
institutional and political characteristics have much less of an impact.” 5 6 

Recently, Dean Kenneth E. Warner of the University of Michigan School of Public Health eloquently 
pointed to another dimension linking development aid and security: 

We live in an era in which our country employs military might in a thus-far strikingly 
unsuccessful effort to encourage the emergence of democracies around the world. Might we not 
win for more hearts and minds, and promote democracy far more effectively, by demonstrating 
that the richest nation is also the most compassionate and generous, that we care about the 
welfare of our neighbors? 7 


Overall progress in economic development 

In the broadest terms, the efforts to promote economic development around the world during the past 
fifty years have been highly successful, with the notable exception of large parts of sub-Saharan Africa 
which remain trapped in extreme poverty. The biggest development successes have come in Asia, a 
vasr region with more than half of the world’s population. Economic growth in China, India, Korea, 
and many other countries, and public investments in health, education, and infrastructure, have 
powered the most rapid improvement in living standards in world history. Aid has played an 
enormous role in those gains. The fact that Asia can feed itself is due in no small part to the Green 


5 Lael Brainard, and Derek Chollet, eds. Too Poor for Peace? Global Poverty, Conflict, a?id Security in the 21st Century. 
Washington, D.C.: Brookings Institution Press, 2007, p. 1 . 

6 Edward Miguel, "Poverty and Violence,” in Lael Brainrard and Derek Chollet, eds., Too Poor for Peace? Global Poverty, 
Conflict and Security in the 21st Century. Washington, D.C.: Brookings Institute Press, 2007, p. 55. 

7 Kenneth E. Warner, Findings, University of Michigan School of Public Health, Fall/ Winter 2006. 
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Revolution which began in the 1960s, heavily supported by the U.S. public and philanthropic sectors. 
The fact that disease burdens have come down sharply is due in important part to global aid successes 
such as smallpox eradication, widespread immunization coverage, malaria control (outside of Africa), 
and the uptake of oral re-hydration to fight death from diarrhea. The fact that population growth has 
slowed markedly is a success of aid-supported family planning efforts which the U.S. helped to initiate 
since the 1 960s. The fact that countries like Korea, Malaysia, and Thailand became manufacturing 
successes results from U.S. and Japanese aid for core infrastructure and technological upgrading. 

These successes, while most dramatic in Asia, are also part of the recent history of Latin America, the 
Middle East and North Africa (MENA). Life expectancy and literacy are on the rise. Child mortality 
rates have declined. Fertility rates, which determine overall population growth rates, have declined 
markedly. Americans can take great pride in their contribution to many of these successes. 

The fact is that globalization, supported judiciously by international development assistance, is an 
overall success. There is progress in reducing extreme poverty, mortality rates, and hunger, in most of 
the world. The biggest challenges are now concentrated in a much smaller part of the world, with the 
epicenter of the worlds development challenge in sub-Saharan Africa and selected parts of Central 
Asia and Latin America. It is not an accident that development is coming last to these remaining 
tegions, since they face the toughest problems in the world: high disease burdens, poor infrastructure, 
landlocked regions far from trade, and vulnerability to droughts and other hazards. Fortunately, these 
problems are susceptible of solutions, given the wind in the sails of the global economy and given the 
power of modern technologies to address the challenges of disease, food production, and economic 
isolation. 


Development Assistance as a Tool in Promoting Economic Development 

There is now sixty years of experience in deploying development assistance as a tool in promoting 
economic development in low-income settings. Development aid has long been a mix of public and 
private contributions. When aid is from the public sector, it is known as Official Development 
Assistance (ODA). Both ODA and private assistance have played an important and successful role in 
development. Many of the greatest successes in development assistance in the past 6 decades have 
come through Public-Private Partnerships (PPPs), which typically link ODA with private-sector and 
philanthropic leadership of various kinds. The Green Revolution in India was spurred by such a 
partnership. Of course, aid has worked in conjunction with market forces, and most importantly 
international trade and investment, which have spread the benefits of advanced technologies to all 
corners of the world. 

The special role for ODA has been extremely well described in the Monterrey Consensus, a 2002 
agreement among the world’s nations which the U.S. strongly supports and repeatedly backs. 
President Bush, indeed, made the following pledge: “Together we will implement the Monterrey 
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Consensus, lift all our nations, and show the world that free societies and free markets can deliver rea 
benefits to our citizens.” 8 

The Monterrey Consensus is notable in recognizing the inter-connections among private capita 
flows, international trade, and ODA. All are vital to economic development of the poor countries 
Rather than pitting trade versus aid, the Monterrey Consensus explains why trade and aid are botl 
vital and complementary, and indeed why aid is vital to supporting trade competitiveness of th< 
poorest countries. The Monterrey Consensus therefore contributed ro the new concept of “aid fo 
trade,” in which ODA is used to help poor countries to improve their international trade, mainly b ) 
building the infrastructure (roads, ports, power) needed to support trade. 

Here is how the Monterrey Consensus described the critical role of ODA: 

Official development assistance (ODA) plays an essential role as a complement to other source; 
of financing for development, especially in those countries with the least capacity to attrac 
private direct investment. ODA can help a country to reach adequate levels of domestic resourci 
mobilization over an appropriate time horizon, while human capital, productive and expor 
capacities are enhanced. ODA can be critical for improving the environment for privace secto 
activity and can thus pave the way for robust growth. ODA is also a crucial instrument fo 
supporting education, health, public infrastructure development, agriculture and rura 
development, and to enhance food security. For many countries in Africa, least developec 
countries, small island developing States, and landlocked developing countries, ODA is still th< 
largest source of external financing and is cricical to the achievement of the development goals o 
the Millennium Declaration and other internationally agreed development targets. 9 

The Monterrey Consensus also rightly stressed the interconnections of good governance within th< 
poor countries and increased official development assistance from the high-income countries. A 
President Bush described it at the 2005 World Summit, the Monterrey Consensus reflects a compac 
between rich and poor councries, linking good governance and official development assistance: 

We have a moral obligation to help others - and a moral duty to make sure that our actions ar< 
effective. At Monterrey in 2002, we agreed to a new vision for the way we fight poverty, and curl 
corruption, and provide aid in the new millennium. Developing countries agreed to tak< 
responsibility for their own economic progress through good governance and sound policies anc 
the rule of law. Developed countries agreed to support those efforts, including increased aid t( 
countries that undertake necessary reforms ... More needs ro be done. I call on all the world’ 
nations to implement the Monterrey Consensus. 10 


8 George W. Bush, Remarks at Inauguration Ceremony of the Special Summit of the Americas, January 1 2, 2004. 

9 The Monterrey Consensus of the International Conference on Financing for Development. Available Online at: 
http://www.un.org/esa/sustdev/documents/Monterrey_Consensus.htm. 

10 George W. Bush, Addresses United Nations High-Level Plenary Meeting, United Nations Headquarters, September 


14, 2005. 
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U.S. Commitments to Economic Development and Poverty Reduction 

The United States has long recognized that it can not and should not carry the development financing 
burden on its own. Support for economic development in the poorest countries must be a shared 
global effort, based on agreed targets. The United States must contribute its share but must be able 
to rely on other development partners as well. Indeed, the U.S. national interest is best served when 
U.S. funding helps to leverage financing from others in pursuit of common goals. Other countries 
view the situation in the same light. 

For these reasons, the U.S. and partner countries have agreed on shared global goals for several 
decades. Great successes have been achieved in disease control, increased food production, the spread 
of literacy and numeracy, increased school enrollments, improved infrastructure, and many other core 
development objectives. By far the most important of these today are the Millennium Development 
Goals (Table 1), adopted by all nations in the Millennium Declaration of the year 2000 and re- 
confirmed regularly since then, including at the G8 Summits. President Bush conveyed the U.S. 
commitment to the Millennium Development Goals directly to more than 100 world leaders on the 
occasion of the 2005 World Summit: 

To spread a vision of hope, the United States is determined to help nations that are struggling 
with poverty. We are committed to the Millennium Development Goals. This is an ambitious 
agenda that includes cutting poverty and hunger in half, ensuring that every boy and girl in the 
world has access to primary education, and halting the spread of AIDS - all by 201 5. 11 

The Millennium Development Goals (MDGs) are a very important instrument for effective U.S. 
development assistance for several reasons: 

• The world has agreed to the goals and reconfirmed thar support each year since 2000 

• The world has agreed to a trade and financing framework in the Monterrey Consensus 

• The MDGs address extreme poverty in all its interconnected dimensions: income, hunger, 
disease, deprivation 

• The MDGs promote long-term economic growth and wealth creation by encouraging 
countries to focus on productive investments to end the poverty trap 

• The MDGs are ambitious and yet achievable 

• The MDGs are quantitative and time bound, therefore offering objective indicators of 
success and accountability 

In addition to the Millennium Development Goals, the U.S. has joined the other G8 nations in 
committing to other bold and achievable development targets, often under the overall umbrella of the 
MDGs. Other development goals reiterated at the G8 2005 Summit in Gleneagles, Scotland, and the 
2007 Summit in Hieligendamm, Germany include: 

• Universal access to HIV prevention, treatment, and care, including anti-retroviral medicines 


George W. Bush, Addresses United Nations High-Level Plenary Meeting, United Nations Headquarters, September 
14 , 2005 . 
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for all who need them, by the year 2010 

• Eradication of polio 

• Strengthening health systems so that health care, especially primary health care, can be 
provided on a sustainable and equitable basis 

• Reduction of malaria mortality by at least 50 percent and at least 85 percent coverage of the 
most vulnerable groups with effective prevention and treatment measures 

• Universal access to free and compulsory primary education of good quality by 2015 in 
Africa 

• Universal access of children to basic health care (free wherever countries choose to provide 
this) 

• Global TB control in line with the needs identified by the Stop TB Partnership 

• Aid for trade, including physical, human, and institutional capacity building 

It is occasionally said that objectives such as the MDGs or disease control are distinct from objectives 
to promote wealth creation and economic growth. We emphasize here that this is not the case. 
Achieving the MDGs and achieving long-term economic growth require the same policy focus, 
including increased investments in the core infrastructure (roads, power, and connectivity), health and 
skills of the labor force, and improvements in the business environment (transparency, 
macroeconomic stability, ease of doing business, and a vibrant financial sector). The fight against 
extreme poverty and the challenge of long-term economic growth and wealth creation go hand in 
hand. 

Current Levels of U.S. Official Development Assistance 

Though development, defense, and diplomacy are the three pillars of U.S. national security, the 
current investments in national security are almost entirely in the direction of defense spending. 
Todays under-investment in development is palpable and dangerous. The need for increased 
development aid has been acknowledged repeatedly by the U.S. Government in recent years, though 
not yet acted upon satisfactorily by the Administration and Congress. 

While there a many ways to calculate the precise budgetary outlays in regard to defense, diplomacy, 
and development, a straightforward approach is as follows. Defense spending embraces military 
outlays (Department of Defense), homeland security outlays (Department of Homeland Security), 
and selected outlays of the State Department (military outlays). Diplomacy includes outlays for 
diplomacy of the Department of State other than those classified as Official Development Assistance 
and military support. Development outlays include all spending that is classified as ODA by the 
agreed standards of the Development Assistance Committee (DAC) of the Organization for 
Economic Cooperation and Development (OECD). 

Figure 1 shows the lop-sided nature of U.S. security policy. One pillar of the three, defense, receives 
95 percent of the total outlays in FY07. Diplomacy is funded at 1.5 percent of total outlays and 
development is funded at just 3.5 percent of total outlays. In dollar terms, the defense spending was 
$611 billion in 2007 (comprised of $549 billion by the DOD and $50 billion by DHS, plus other 
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small amounts). Diplomacy may be estimated at around $9 billion. Development assistance may be 
estimated at $ 22.7 billion. 

The relatively low level of development spending is an enormous surprise to most Americans. 
Repeated survey data have shown that Americans overestimate the level of official development 
assistance by a factor of roughly 30 to 50 times. On average, Americans estimate in surveys that the 
United States Government spends one quarter of the budget on foreign aid and roughly 5 percent of 
U.S. national income. The actual fact is that official development assistance constituted 0.8% of the 
Federal Budget in FY 2006, and just 0.17% of national income. 

The allocation of official development assistance is equally important. U.S. aid is divided between 
“bilateral” aid, given by the U.S. Government directly ro other countries, and multilateral aid, given from 
the U.S. Government to international organizations such as the World Bank, the African Development 
Bank, and the Global Fund to Fight AIDS, TB, and Malaria. Most of the bilateral aid falls within the 
USAID budget, which came to $9.2 billion in the FY06 budget. Roughly 82 percent of U.S. aid goes 
through bilateral channels, while the balance of 1 8 percent goes through multilateral institutions. 

The bilateral aid may be categorized by function or by region. USAID makes a five-way classification 
of bilateral aid, 12 with the approximate budget shares shown for each category shown: 13 


Strategic States 33% 

Humanitarian Assistance 19% 

Reduce Fragility 8% 

Global Issue 18% 

Transformational Development 24% 


Support for “strategic states” is mainly support for U.S. allies in the “global war on terror” and/or 
countries in the Middle East. The Economic Support Fund (ESF) is the largest source of outlays for 
the strategic states. As described by USAID, “[tjhe Economic Support Fund (ESF) supports U. S. 
foreign policy objectives by providing economic assistance to allies and countries in transition to 
democracy, supporting Middle East Peace negotiations, and financing economic stabilization 
programs.” 14 The lion’s share of these funds ($3.2 billion in FY07) goes to the Middle East ($1.6 
billion), Pakistan ($350 million), and Afghanistan ($610 million). Emergency appropriations for Iraq 
and Afghanistan (as part of the Emergency Funding for the Global War on Terror) were an additional 
$5.6 billion. 

Humanitarian assistance is for immediate needs in the wake of natural disasters, conflicts, and violence. 
Global issues include HIV/AIDS. The support for HIV/AIDS comes mainly in the Emergency Plan 
for AIDS Relief (PEPFAR), which totaled around $2.6 billion in FY07. Aid for “fragile states” is 
support for stabilization, security, and reform in countries with weak governance and instability. 


12 United States Agency for International Development (USAID), Policy Framework for Bilateral Foreign Aid, January 
2006. 

13 Summing to more than 100% due to rounding error. 

14 United States Agency for International Development (USAID), Budget Justification to Congress, 2007. Available 
online at: http://www.usaid.gov/policy/budget/cbj2007/. 
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“Transformational development” is the assistance category directed at long-term poverty reduction 
and some aspects of disease control. Distressingly, it amounts to only around one-quarter of the 
overall bilateral aid, meaning that the vast bulk of aid is for emergencies and U.S. political aims, rather 
than for the objectives that are most effectively served by official development assistance: long-term 
economic development. Transformational development includes: Child Survival and Health ($1.5 
billion), Development Assistance ($1.5 billion), the Millennium Challenge Corporation ($1.1 
billion), and the Peace Corp ($300 million). The sum of these long-term development programs was 
$4.4 billion in FY07. 

Since sub-Saharan Africa is the epicenter of the worlds economic development challenge, and faces 
the biggest challenge of all regions to meet the Millennium Development Goals, it is important to 
understand the U.S. budgetary outlays for long-term development in sub-Saharan Africa. Official 
Development Assistance for Africa in FY06 came to around $3 billion, with the categories shown in 
Table 2. Let us put this $3 billion in perspective: There are approximately 800 million people in sub- 
Saharan Africa, and therefore U.S. bilateral aid to Africa totals approximately $4 per African per year. 


A historical perspective on U.S. ODA 

One of the reasons that Americans grossly overestimate the levels of U.S. ODA is that ODA as a share 
of U.S. national income has declined markedly over the past half century. At the time of the Marshall 
Plan, U.S. ODA exceeded l percent of U.S. GNP. By the early 1960s, ODA had declined to around 
0.5 percent of GNP. It continued to decline through the 1990s, reaching a nadir of just 0.1 percent 
of GNP by the year 1999. It has subsequently increased slightly to around 0.17 percent of GNP in 
2006, less than one-fifth of one percent of national income. (Figure 2) 

Americans also tend to misunderstand how development aid has been allocated across different 
regions of the world. Consider again the level of aid given to Africa over the past 50 years. It is widely 
assumed by the public that the U.S. has given vast quantities of assistance to Africa for half a century 
yet with poor results. This has contributed to a pervasive skepticism about aid, on the ostensible 
grounds that aid has failed to deliver development results. In fact, aid to all of sub-Saharan Africa 
during 1961 to 2005 (in constant $2005 dollars) has totaled a mere $72.8 billion, about half of what 
we will spend in the Iraq and Afghanistan War this year alone. One third of the total, $24.4 billion, 
was in the form of food aid, which is not long-term development assistance. Total aid minus the cost 
of food aid was $48.4 billion, for a region that averaged 450 million inhabitants during this time 
period. This comes to an average of $2.50 per African per year, as shown in Figure 3. 

By contrast, aid has been large to the Middle East. During 1961-2005, economic assistance to the 
Middle East and North Africa totaled $147 billion. Most of this went to Israel, Egypt, Jordan, and 
Palestine, which received $92 billion in aid (minus food aid), almost twice the amount to all of sub- 
Saharan Africa. The cumulative aid to Israel, net of food aid, equaled $48 billion, the very same as 
aid to all of sub-Saharan Africa. Since Israel’s population is around one-hundredth of Africa’s, the per 
capita aid was roughly one hundred times that of Africa, averaging $242 per person per year. 
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The regional breakdown of ail aid during 1961-2005 is shown in Figure 4. Of the $548 billion that 
can be allocated to specific regions (i.e. excluding multilateral aid, administrative costs of USAID, and 
other aid not allocated by region), Asia received the largest total, at $172 billion. The Middle East 
and North Africa was second, at $147 billion. Latin America was third, at $96 billion. Africa was 
fourth, at $72 billion. Europe (East and West) and Eurasia (the former Soviet Union), came fifth, at 
$61 billion. 

Toral economic assistance pales in comparison with the spending on the military. Total U.S. 
economic assistance, including food aid, during 1961 to 2005 to all countries totaled $755 billion (in 
constant 2005 dollars). During that same period, total spending by the Department of Defense came 
to $17 trillion (in constant 2005 dollars). 


A comparative perspective on U.S. ODA 

The U.S. is the largest aid donor, as shown in Figure 5(a), but this is hardly surprising since the U.S. 
is also by far the most populous donor country, with a 2006 population of 299 million, compared 
with 128 million in Japan, 83 million in Germany, 60 in the United Kingdom, 63 in France, 9 in 
Sweden, and 5 in Norway. In per capita terms, Norwegians average $629 per person in aid, while 
Americans average $76 per person. In terms of ODA as a share of GNP, the U.S. is second to last, 
just ahead of Greece, as shown in Figure 5(b). 

For purposes of global burden sharing, ODA is assessed as a share of each donor’s GNP. Since 1970, 
most donor countries have pledged to achieve the target of 0.7 percent of GNP as ODA, and 
reiterated that pledge many times. Only five countries - Denmark, Luxembourg, Netherlands, 
Norway and Sweden - have consistently achieved or exceeded that goal. All of the other 17 donors 
in the Development Assistance Committee of the OECD have fallen short despite their adoption of 
the target. The United States signed up to the target in the Monterrey Consensus in 2002, when it 
joined the rest of the world in the following pledge: 

[W]e urge developed countries that have not done so to make concrete efforts towards the target 
of 0.7 percent of Gross National Product (GNP) as official development assistance (ODA) to 
developing countries ... 15 

Following the Monterrey Conference, most donor countries set a specific timetable to achieve the 0,7 
percent target. Donors in the (pre-enlargement) European Union agreed to achieve at least 0.51 
percent of GNP as ODA by 2010 and 0.7 percent of GNP as ODA by 2015. The United States, 
despite its strong and repeated support for the Monterrey Consensus, has not yet made concrete 
efforts to achieve the target of 0.7 percent of GNP. 


i5 The Monterrey Consensus of the International Conference on Financing for Development. Available Online at: 
http://www.un.org/esa/sustdev/diocuments/Monterrey_Consensus.htm. 
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The choice of 0.7 percent as the target for ODA has an explanation which remains very relevant today. 
During the 1960s, the idea took hold in various forums that the rich countries should support the 
poor countries with an annual transfer of 1 percent of national income. This in turn was to be divided 
between ODA, targeted at 0.7 percent, and aid from private donors, targeted at 0.3 percent. The 0.7 
target was supported by the Pearson Commission (led by Nobel Laureate and Canadian Prime 
Minister Lester Pearson), and subsequently adopted by the General Assembly the following year. 

While a few donor governments have achieved the 0.7 target, no donor country’s private sector has 
come close to achieving rhe 0.3 percent of GNP target for private development assistance. Many 
Americans believe that the low level of U.S. ODA is offset by a uniquely high level of U.S. private aid 
as a share of GNP. This is, alas, not the case. The OECD DAC measures the magnitude of 
development assistance by non-governmental organizations (NGOs). While the data are incomplete 
and imperfect, the overall message is unequivocal. As shown in Table 3, for an average of 2004-5, 
NGO giving is less than 0.1 percent of GNP in all donor countries. U.S. NGO giving is on the high 
end, at an estimated 0.06 percent of GNP ($8.4 billion in 2005). Nonetheless, U.S. total giving as a 
share of GNP, summing the public and private aid, remains near the bottom of the donor rankings, 
with a combined share of around 0.26 percent of GNP in 2004-5 (0.20 official plus 0.06 private). 16 


Other resource flows to developing countries 

Development flows, both official and private, are certainly not the only sources of financial capital to 
developing countries. Private capital flows in search of profits - both portfolio investment and 
foreign direct investment (to achieve a controlling interest abroad) - are important for global 
development, and provide critical benefits both for the United States and recipient countries. It is 
often said that development assistance is pass£ since private flows now swamp official flows. This fact 
does not make ODA obsolete. The private capital flows are heavily concentrated in middle-income 
countries and in low-income countries with high-value natural resources such as hydrocarbons, 
minerals, or precious metals. Private capital flows bypass the world’s poorest countries, since those 
countries lack the basic infrastructure of roads, power, ports, clinics, and schools, needed to attract 
private investments in the first place. As the Monterrey Consensus spelled out, ODA is vital for those 


16 The Hudson Institute identifies much larger estimates of private giving in its Index of Global Philanthropy, 
specifically around $30 billion per year, broken down as follows: Private Voluntary Organizations (PVOs), $13.4 
billion; faith-based groups, $5.4 billion; universiries and colleges, $4.6 billion, U.S. foundations, $2.2 billion, and 
American corporations, $5.1 billion. Howevet, there is strong reason to believe that these estimates do not reflect 
true development assistance. With regard to the PVO estimate, for example, while it attempts to cover international 
projects, it does not distinguish between development-oriented activities and other activities. In turn, the estimate of 
development aid from faith-based groups is without explanation of the development activities covered or of the 
services delivered by religious groups. The esrimate for university giving is based on purported values of scholarships 
to foreign students in the U.S. from developing countries regardless of country of origin or personal means - yet 
notably, only 6 percent of the students are from the poorest continent, Africa. Finally, the estimate of corporate 
giving is dominated by a non-credible estimate of $4.2 billion of in-kind donations by U.S. pharmaceutical 
companies, with no verification that the stated values of the donated prodncts are not simply the patent-protecred 
market prices in the U.S., even though, through generics ptoducers, they may be available to recipienr countries at a 
small fraction of the patent prices. 
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countries, not only to save lives and keep children in school, but also to prepare the groundwork for 
future private capital flows. In this sense, ODA is complementary to private flows, and must generally 
precede private flows into impoverished regions. 

Similar points can be made about trade. An open trading system is essential for economic 
development, including among the poorest countries. Developing countries need to import 
technology from abroad, and must pay for that technology through their own exports. For this basic 
reason, export-led growth has been vital for economic success in recent decades. To achieve export- 
led growth, poor countries need to maintain relatively open trading systems (with low to moderate 
tariffs, and convertible currencies), and rich countries including the U.S. have to keep their own 
borders open the exports of the poor countries. 

However, trade reforms can not substitute for official development aid. A recent World Bank paper 
(2006) calculated the potential gains of a successful Doha Round for several regions of the world. 17 
Of an estimated total worldwide gain of $1 19.3 billion per year in a successful (and ambitious) Doha 
scenario, the regional breakdown of benefits is as follows ($ billion): 


High- income countries 

$96.4 

Developing countries (total) 

$22.9 

with East Asia 

$5.5 

South Asia 

$4.2 

Latin America 

$9.2 

Sub-Saharan Africa 

$1.2 

Other 

$1.8 


The gains to the poorest regions, and notably to Africa, are very small. The biggest gains are achieved 
by the biggest traders: the developed countries and the middle-income developing countries. The 
barriers faced by Africa in achieving increased exports lie mainly in the lack of their own 
competitiveness, rather than in the barriers in the rich-country markets. African exports are limited 
to a few commodities (such as hydrocarbons, diamonds, copper, iron ore, cotton, coffee, tea, and 
cocoa) mainly because these countries are not competitive in manufactures. The lack of 
manufacturing competitiveness relates mostly to poor infrastructure (especially roads, power, and 
ports) and the lack of requisite skills, areas that can be rectified through ODA. This basic fact justifies 
the concept of “aid for trade,” in which ODA to finance export-promoting infrastructure serves as a 
springboard for improved long-term export competitiveness. 

A final category of financial flows from the U.S. to the developing countries is remittances. 
Remittances are not aid since they represent the hard-won earnings of typically poor migrants working 
in the United States, Europe, and the Middle East. Yet they can boost source-country incomes and 
wellbeing. The largest proportion of remittances from the U.S. goes to the Caribbean and Central 
America. The African share of remittances is small. Worldwide, remittances to Africa are a meager 


57 Kyrn Anderson et al., “Doha Merchandise Trade Reform: What’s At Stake for Developing Countries,” World Bank 
Policy Research Working Paper 3848, February 2006. 
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4 percent of the total, around $6 billion in 2005, and half of that total is accounted for by South 
Africa, Lesotho (remittances from South Africa), and Nigeria, 18 Remittances are no substitute for 
development assistance to the poorest countries. 


Public support — and confusion — regarding development assistance 

The American people are understandably confused about foreign assistance, since they hear so little 
about it from the President and Congress. Americans broadly support effective and large-scale 
development assistance, yet they also grossly overestimate the actual amount of aid given by the U.S. 
overall, and to Africa specifically. Since they overestimate the aid, they also assume that much of the 
(non-existent) aid is being stolen. Americans also fail to realize that most of what is now called “aid” 
is actually support for geopolitical objectives in the Middle East rather than aid directed at the poorest 
countries for development purposes. 

The Program on International Policy Attitudes (PIPA) at the University of Maryland has been 
tracking public opinion on development assistance for many years. ^ Americans consistently perceive 
that foreign assistance spending is around 20 percent of the Federal Budget, when it is in fact around 
1 percent! They would actually like it to be 10 percent of the budget. We are thus in the paradoxical 
situation where the public would like to “cut” aid from an imagined 20 percent of the budget to “only” 
10 percent, a level that would in fact constitute a tenfold increase over the actual level of aid. 
Interestingly, Americans strongly support aid to cut hunger and poverty, and accord that kind of aid 
much more support than aid to “countries important to U.S. Security.” 


What works and what doesn't work with ODA 

The discussion on aid effectiveness is clouded by confusions, prejudices, and simple 
misunderstandings. Many studies try to find a correlation between overall aid and economic growth, 
and when they find little positive correlation, they declare aid to be a failure. Yet the low correlation 
does not prove that aid is failing, since much of the aid is directed to countries in violence, famine, or 
deep economic crisis. It is not a surprise, therefore, that aid is often correlated with “economic 
failure,” not because aid has caused the failure but rather because aid has responded co it. 

We need a much more sophisticated approach than the standard simple correlations to judge the 
effectiveness of aid. We need to assess the goals of specific aid programs and whether those goals are 
fulfilled. Did the food aid stop starvation? Did immunizations save lives or eradicate diseases? Did 
infrastructure spending on roads and ports help to generate new employment in new industries? Did 
aid for schooling raise enrollments, completion rates, and literacy? Did farm aid increase the 
productivity of farms? When examined in detail, a large number of aid programs have been 
extraordinarily successful, and for reasons that can be understood and then replicated. 


18 Sanjeev Gupta et al., “Impact of Remittances on Poverty and Financial Development in Sub-Saharan Africa,” IMF 
Working Paper WP/07/38, February 2007 

19 PIPA, “Americans on Foreign Aid and World Hunger,” February 2, 2001 , and PIPA, “New Poll Shows American 
Public Supports Stronger Engagement with Africa,” January 2003. Both available online at: 
http://www.worldpublicopinion.org/pipa. 
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Another massive confusion in the public debate is the sense that vast amounts have been spent and 
that no development has resulted. We have seen that this view is doubly incorrect. On the one hand, 
aid has not been vast, at least in comparison with national incomes, the population of recipient 
countries, and spending on other areas of concern (e.g., defense). This is especially the case regarding 
Africa, a region chat is regularly maligned for alleged mismanagement of aid yet regularly neglected in 
actual aid flows. On the other hand, there has been vast development success internationally, with 
stunning increases in average incomes, life expectancy, child survival, literacy, school completion rates, 
and other gains, in most parts of the world. 

Yet another confusion results from the fact that we regularly overload our development assistance to 
try to accomplish too many things, especially things not well suited for development aid. It is notable, 
for example, that one-third of US development aid is currently directed to “strategic nations,” 
especially in the Middle East, rather than to the worlds poorest nations which need help to escape 
from poverty. We use our aid to buy allies, directly or indirectly finance the war on terror (e.g. by 
freeing-up budgets of allies so that they can increase their military outlays), create peace between Israel 
and Palestine, fight drug trafficking in the Andes and Afghanistan, and more. In the 1960s through 
1980s, we wanted aid to help finance the Cold War, and often gave vasr sums to thugs and dictators 
such as Mobutu Se$e Seko of Zaire, for this ostensible aim. 

When we look at success stories of official development assistance, however, we find that aid is most 
successful when it is indeed used for development assistance. In other words, the tool of official 
development assistance truly is a development tool. It can help with politics, good will towards the 
U.S., and even democratization in the recipient countries, but only indirectly, by enabling poor 
countries to escape from extreme poverty and therefore to escape from the chronic instabilities that 
accompany extreme poverty. 

Here are several great success stories of development assistance. 

The Asian Green Revolution . During the 1950s and 1960s, the Rockefeller Foundation and then 
other donors spurred the development of high-yield seed varieties and new techniques for modernized 
farming. USAID helped to finance the rapid uptake of these new technologies, including the seeds, 
fertilizer, and irrigation. Dramatic successes were achieved in the 1960s in India and Pakistan, and 
later in China, Southeast Asia, and other parts of the developing world. 

Smallpox eradication . In 1967, the World Health Organization (WHO) established the Smallpox 
Eradication Unit, and launched a donor-supported worldwide campaign to eradicate the disease. By 
1980, WHO declared the world free of smallpox. 

Family Planning . During the 1960s, the U.S. Government and foundations launched a global effort 
to spread access to modern contraception, based on individual voluntary choices. The uptake of these 
contraceptive methods, supported by international and U.S. funding, has been widespread (though 
still largely bypassing sub-Saharan Africa). As a result of these actions, together with declining child 
mortality rates, spreading literacy, and broader economic trends, fertility rates and population growth 
rates have declined sharply throughout most of the developing world. 
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Campaign for Child Survival . In 1982, UNICEF launched a campaign for child survival, based on 
the powerful combination known as GOBI: growth monitoring of children, oral re-hydration 
therapy, breastfeeding for nutrition and immunity to infectious diseases, and immunizations against 
childhood killers. Backed by development assistance, the package enjoyed a remarkably rapid uptake, 
enabling many of the poorest countries to reach at least 80 percent immunization coverage. 

The Global Fund to Fight AIDS, TB. and Malaria . After years of international neglect and under- 
financing, international donors agreed to step up their actions to fight three killer pandemic diseases: 
AIDS, TB, and malaria. Ar the urging of then-UN Secretary General Kofi Annan, they formed a new 
global fond, to pool their resources and invite countries to formulate national strategies that would be 
backed by development aid. In a short period of five years, the Global Fund has successfully financed 
the access of more than 1 million HIV-infected individuals to antirerroviral medicines; the 
distribution of more than 30 million bed nets, mainly in Africa; and the treatment of more than 2 
million individuals forTB. 

There are countless other development success that could be described at length. The malaria control 
programs pioneered in the 1950s and 1960s achieved sustained successes outside of Africa. Other 
infectious diseases, such as African River Blindness (onchocerciasis), leprosy, and schistosomiasis, have 
been brought partially under control. Polio is on the verge of eradication, through a public-private 
partnership of Rotary International, the WHO, and many bilateral and multilateral donors. Major 
improvements in nutrition have been achieved throughout the world through iodized salt and vitamin 
A supplementation, both of which have been supported by official development assistance. School 
attendance has soared in recent years as a result of donor programs, with remarkable successes for 
example in East Africa. Economic development has been spurred by the construction of industrial 
zones and supportive infrastructure (roads, ports, power, and rail), backed by official development 
assistance. Japans development aid, for example, was highly effective in helping countries in 
Southeast Asia to gain competitiveness in manufacturing exports. 

There are six crucial lessons in these development success stories: 

First, the interventions are based on a powerful, low-cost technolog y. The main underlying force of 
economic development is technological advance. It is not surprising, therefore, that successful 
development assistance rypically involves the diffusion of a powerful technology, such as high-yield 
seeds, immunizations, modern contraception, or internet connectivity. 

Second, the interventions are relatively easy to deliver, based on an expert-systems and local 
ownership . Modern technologies are embodied in systems. Vaccinations, for example, are delivered 
on a specific timetable for young children. High-yielding seeds are deployed in specific packages of 
farm inputs (e.g., combinations of seed, fertilizer, irrigation, and agricultural extension). The key to 
success is to deploy the technology in a system that is evidence based, scientifically sound, 
administratively feasible, and tailored to local conditions. 

Third, the interventions are applied at the scale needed to solve the underlying problem . The key to 
success of the earlier examples was not the demonstration of the underlying technology, but rather the 
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deployment of the technology at a scale to make a difference. Typically, once the technology is known, 
and once the expert system has been identified, rapid scale up is possible, building on global strategies 
and local adaptation and support. 

Fourth, the interventions are reliably funded . All of the success stories involve budget outlays over a 
period of many years, so that participating countries can be confident of sustained financing, and 
therefore can build institutional systems and provide training and capacity building. 

Fifth, the interventions are multilateral, drawing support from many governments and international 
agencies . The greacest development challenges - extreme poverty, hunger, disease, lack of 
infrastructure — are beyond the financing capacity of any single donor country. Moreover, a unified 
effort is more efficient than a congeries of small and disparate projects, at least once the technologies 
and delivery mechanisms have been developed. 

Sixth, the interventions had specific inputs, goals, and strategies, so that success rates could be 
assessed . All of the success stories had clear strategies (e.g., coverage rates of immunizations, hectares 
planted with high-yield seeds, and timely isolation of smallpox outbreaks). They did not directly aim 
for excessively broad and overarching goals — such as “economic growth,” or “rule of law,” or 
“democracy” or “end of terror” — though broad goals such as these were among the indirect and long- 
term objectives that motivated the programs in the first place. The programs worked on much more 
specific objectives, which could be measured, audited, evaluated, and re-assessed as needed. 

These six specific points all come down to one overarching point: be practical when deploying 
development aid. Understand the targeted inputs, the outputs, the financing, and the objectives. 


Promoting Good Governance through Official Development Assistance 

Official development aid is not an effective instrument to overturn governments, end authoritarian 
regimes, or ensure strategic alliances. The amounts are too small to determine the internal politics of 
other countries, even if that were a desirable objective. Development aid is effective for one main 
purpose: development. For that reason, it is essential to direct aid efforts to development needs, with 
the long-term perspective that development assistance requires. Aid can not be ratcheted up and 
down in line with the latest election if aid is to be effective in promoting long-term development. 
Using aid to “buy friends” on a tactical basis has repeatedly proven to be a losing proposition. The 
aid is squandered while the “friends” come and go. Aid should focus on economic development to 
get the desired results. 

Still, aid can be a very powerful tool for improving governance by applying high performance 
standards to the use of aid itself. Aid-supported programs should be transparent, accountable, and 
subject to audits, monitoring, and independent evaluation. Aid-supported programs should have 
clear deliverables so that the local population can hold their government accountable for delivery. The 
diversion of aid funds for corrupt purposes should not be tolerated. 
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In the long term, U.S. official development assistance will strongly promote democracy by raising living 
standards in targeted countries. One of the worlds most powerful patterns is that rising literacy, health, 
and incomes lead to strong demands for democracy from within a society. The most powerful and 
reliable way for outside governments to support the process of democratization, therefore, is to support 
long-term economic development, which lays the deep basis for long-term srable democratic rule. 


Modernizing U.S. Development Assistance in the 21st Century 

The U.S. development assistance effort must be updated to the conditions of the early years of the 
21st century. This means that the development goals must be made clear and appropriate, the 
technologies muse be identified, the systems for delivery must be assessed, and the multilateral 
financing must be assured. Our own governmental organization must be up to the task, both in 
assessing needs, working between the Executive and Legislative branches to ensure sustained 
programming, and working with other governments to coordinate global efforts. In this section we 
discuss the goals, technologies, delivery systems, financing, and re-organization of U.S. Governmental 
efforts. 

The Goals . The priorities for U.S. development assistance should be based mainly on the 
development commitments that the U.S. and the rest of the world have made in recent years, after 
considerable diplomatic and scientific discussions and negotiations. At the core of the effort should 
be the MDGs. These goals are already the central organizing tool for most development agencies and 
multilateral development institutions around the world. The MDGs have the profound advantage 
not only of specifying explicit and quantitative targets, but also of automatically aligning U.S. efforts 
with those of partner countries, thereby massively leveraging American resources and expertise. 

The focus of the development challenge is in those regions still trapped in extreme poverty, or those 
places suffering extremely high burdens of hunger, disease, or lack of infrastructure. This means that 
U.S. efforts should be mainly directed towards sub-Saharan Africa, Central Asia, the Andean region, 
Haiti, and the remaining pockets of extreme poverty in South Asia. Development aid for middle- 
income countries should be scaled back accordingly, since these regions can generally finance their 
own investment needs. 

The Technologies . For each of the Millennium Development Goals, there are a set of core 
interventions, based on proven low-cost technologies, which can spur rapid advances roward the 
Goals. The UN Millennium Project among other studies has identified the powerful cools at our 
disposal in each of the key areas. While much can be said about each area, the following highlights 
can be noted. 

Income poverty, microfinance, electricity generation (off-grid and on-grid), all-weather roads, 

access to cell phones and internet, improved population health (see below) 

Hunger, improved food production through the extension of “Green Revolution” technologies 

(high-yield seeds, fertilizer, small-scale irrigation, agricultural extension services); micronutrient 
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supplementation for Vitamin A, iodine, zinc, and iron; monitoring of low-weight children; 
school feeding programs, with take-home rations for pre-school-aged children 

Universal school completion: construction of schools, training of teachers, wireless internet 
connectivity for (solar-charged) computers at schools, separate hygienic facilities for girls and 
boys, mid-day feeding programs 

Gender equality: time-saving infrastructure for rural women (water, power, mills, and clinics, 
within reach of villages); micro-finance for womens groups; improved inheritance and property 
rights 

Reduced maternal mortality: emergency obstetrical theatres in all sub-district hospitals; training 
of assistant medical officers (AMOs) to perform emergency procedures; use of wireless phone 
systems to create emergency- response units for ambulance services 

Reduced child mortality: integrated management of childhood illnesses (IMCI), including 
diarrhea, malaria, acute lower respiratory infection (ALRI), vaccine-preventable diseases, parasitic 
infections (worms), micronutrient deficiencies, and expert systems for neonatal care; increased 
use of community health workers, supported by mobile phone and internet connectivity 

Control of AIDS, TB, and Malaria: packages of preventative and curative health services, e.g., 
access to medicines and universal protection by insecticide-treated bed nets in the case of malaria 

Universal access to family planning and contraceptive services: logistics and supply chain 
management for contraceptive availability; community-worker outreach to ensure the access to 
family planning services and contraception on a voluntary basis 

Safe drinking water and sanitation: application of modern hydrological tools to identify 
sustainable water sources, based on seasonal and annual runoff, rainwater harvesting, sustainable 
use of groundwater, and improved year-round water storage; investments in sanitation systems, 
including septic tanks and recycling of human and animal wastes in rural areas, and piped 
wastewater treatment in urban areas. 

While there is much debate about “development assistance” in the abstract, there is a near consensus 
on the use of aid to expand the access of the poor to vital and proven technologies. Aid-skeptic 
William Easterly, for example, endorses this approach: “Put the focus back where it belongs: get the 
poorest people in the world such obvious goods as the vaccines, the antibiotics, the food supplements, 
the improved seeds, the fertilizer, the roads, the boreholes, the water pipes, the textbooks, and the 
nurses. This is not making the poor dependent on handouts; it is giving the poorest people the health, 
nutrition, education, and other inputs that raise the payoff to their own efforts to better their lives .” 20 


20 William Easterly, The White Man’s Burden, New York: Penguin, 2006, p. 368-9 



54 


El The HELP Commission 

The Delivery Systems . Much is made of the difficulty of delivering such technologies to the poor, 
with perceived high risks of corruption, mismanagement, and other delivery failures. Yet such fears 
have been shown time and again to be misplaced as long as the aid is practical, subject to monitoring, 
adapted to local circumstances, endorsed by local communities, and embedded in a sensible delivery 
system with audits and evaluation. In recent years, enormous successes have been achieved in the mass 
distribution of anti-malaria bed nets, the mass scale-up of new vaccines (through the Global Alliance 
for Vaccines and Immunizations), the mass treatment of children for worm infections, the mass 
increase in primary-school enrollments and completion rates by eliminating school fees, and the mass 
access of farmers to high-yield inputs through voucher systems. In all of these cases, success has 
resulted from transparency, specificity, accountability, and auditing of delivery systems. 

The Financing . The basic principles of financing should be clear. First, donor aid should be directed 
at communities and regions that can not fund their own development efforts. As the Monterrey 
Consensus rightly noted, this means an emphasis on the least developed countries, particularly on sub- 
Saharan Africa as a major focus for financing. Second, aid should avoid program designs which aim 
to have the poorest of the poor pay for vital services. Attempts to sell bed nets or health insurance or 
medicines to the poor have inevitably led to the exclusion of large parts of the population (especially 
rural population) from coverage. Third, donor aid should be a mix of bilateral and multilateral 
initiatives, divided roughly half and half. The U.S. will not, and should not, aim to fund the delivery 
of services on its own. The efforts should reflect a pooling of bilateral (that is, governmental) donors, 
international organizations, the private sector, and private philanthropy (including foundations and 
individuals). In some cases, such financing mechanisms already exist, but in other cases they need to 
be created. Here is a quick rundown. 

Health financing . The Global Fund to Fight AIDS, TB, and Malaria has become the most 
effective instrument for multilateral financing. The U.S. should increase its contributions to the 
GFATM, in conjunction with increases of other donor partners. There are currently three 
“windows” at the Global Fund (for the three diseases). At least two new funding windows should 
be opened: one for “health systems” (funding of nurses, community health workers, clinic 
construction and facilities) and one for other readily controllable “neglected tropical diseases” 
(soil-transmitted helminthes, lymphatic filariasis, trachoma, onchocerciasis, and schistosomiasis). 

Education financing . The Education-for-All (EFA) initiative of the Millennium Development 
Goals is backed by a “Fast Track Initiative” (FTI) largely funded by the United Kingdom. The 
United States should join the U.K. and other donors in ensuring full financing for EFA-FTI. 

Agriculture financing . There is currently no multilateral financing for improving agricultural 
productivity and total production in sub-Saharan Africa and other hunger hotspots. The Gates 
and Rockefeller Foundations have recently established an Alliance for a Green Revolution in 
Africa (AGRA), with initial financing of $500 million. This should become the startup funding 
for a new Global Fund for African Agriculture, which would permit the U.S. and other donors 
to join together in multilateral funding, aimed at the rapid diffusion of high-yield technologies. 
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Infrastructure financing . Some infrastructure, notably telecommunication and internet 
connectivity, is being expanded rapidly on the basis of private-sector investments. Other 
infrastructure, notably roads, power, ports, and large-scale urban water and sanitation systems, 
will require very substantial public financing. Currently, infrastructure financing is provided in 
a somewhat haphazard way by a variety of donors, including bilateral donors, the concessionary 
financing window of the World Bank (the International Development Association, IDA), the 
regional development banks, the European Investment Bank, and others. There is no overall 
coordination to ensure that total financing is in line with total needs. There is a need, therefore, 
for a new pooled financing system for critical infrastructure, especially for sub-Saharan Africa. 
The Millennium Challenge Corporation (MCC) can become a significant mechanism for 
channeling infrastructure financing by the U.S. Government. 


Other Special Challenges 

In addition to improved international cooperation and financing mechanisms to achieve the 
Millennium Development Goals, U.S. development assistance (in conjunction with global partners) 
needs to focus on a set of specific additional challenges of critical concern to U.S. national security. 
These additional challenges are not being met by the global system as currently organized, yet will 
become major problems for the international community and U.S. foreign policy in the years ahead. 
We will briefly mention five such challenges. 

The Crisis of the Dry Lands . The instability that ranges from Northern Mali to the east through 
Niger, Chad, Sudan, Ethiopia (notably the Ogaden Desert), Somalia, Yemen, Iran, and Afghanistan, 
has a basic and important underlying dimension: a dry lands crisis. Most of the worlds hot spots 
today are actually the worlds dry spots as well. They are dry sub-humid, semi-arid, or arid 
environments, burdened by massive population increases, degraded environments (such as over- 
grazing of pasturelands), rising temperatures, and falling precipitation. Rather than viewing the crises 
in these areas through the lens of global terror or a “clash of civilizations,” it is vital to view them 
through the lens of livelihoods and survival. Only a developmenral approach can resolve basic and 
urgent challenges in this vast region, in order to restore political stability and create the basis for long- 
term economic wellbeing. 


Emerg in g and Ke--bmerging Diseases . The current fear over Avian Flu is just one 
example of the massive increase in zoonotic diseases (that is, diseases passed from animal reservoirs to 
humans). HIV/AIDS is the most lethal and widespread of the zoonotic diseases of recent decades, but 
others include SARS, Ebola, and Hantavirus. The U.S. development program will need to support a 
greatly increased global investment in infectious disease control, epidemic surveillance and 
monitoring, and improved safety in handling of livestock and other domesticated animals in the 
global food chain. 


The Emerg in g Crises of Climate Adaptation . We now understand that anthropogenic climate change 
is already upon us. We are experiencing significant changes in the hydrological cycle, temperatures, 
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seasonality of species, range of species, increased vulnerability to droughts and epidemics, acidification 
of the oceans (from increased carbon dioxide uptake), snow melt and glacier melt, and extreme 
weather events. The world has agreed on an Adaptation Fund under the auspices of the UN 
Framework Convention on Climate Change, to enable the poorest countries to undertake adaptation 
measures in the face of the existing and growing climate changes. The U.S. should plan to be a major 
source of funding and scientific leadership in that new global effort. 

The Reinvigoration of Global Population Policies . The rate of population growth in the world’s 
poorest regions remains staggeringly high. Total Fertility Rates often average 6 to 8 children per 
mother in impoverished rural areas, and notably in the impoverished dry lands. These regions are 
without reliable access to modern contraception and family planning services, despite the pledges of 
the world community to ensure universal access to sexual and reproductive health services by the year 
2015. Much research has demonstrated that the failure of population control in the poorest countries 
poses enormous risks for those societies and for the rest of the world. Dangers include under- 
investments per child in health, nutrition, and education; insufficient public services to keep up with 
a fast-growing population; falling farm sizes per household; increased environmental degradation 
under the pressures of rising populations; and a “youth bulge,” in which a high proportion of young 
men (aged 15-29) in the population make an outbreak of violence and conflict more likely. 

Global Trade which Works for All . Development aid can play a large role in fostering export 
competitiveness, and hence the importance of increased “aid for trade” which should accompany trade 
liberalization measures under the ongoing Doha trade round. 

The Structure of U.S. Development Assistance 

There is a strong case for moving development assistance to a new separate Cabinet-level Department 
of International Sustainable Development (DflSD). The new Department would house the 
existing USAID, PEPFAR (Emergency Plan to Fight AIDS), the Presidents Malaria Initiative, the 
Millennium Challenge Corporation, and emerging initiatives in climate change, especially vis-k-vis 
the developing countries. The case for a separate Department rests on the following principles: 

• The need to upgrade U.S. development assistance as a pillar of U.S. national security. 

• The need to improve U.S. Government management and expertise in public health, climate 
change, agronomy, demography, environmental engineering, and economic development. 

• The need to work effectively with similar Cabinet-level Departments and ministries in 
partner countries. 

• The need to de-politicize development assistance, so that it can be directed at the long-term 
investments that are critical in the fight against poverty, hunger, disease, and deprivation. 

• The need for coherence of U.S. policies which impact international sustainable 
development, including official development assistance, trade relations with low-income 
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countries, efforts on climate-change adaptation and mitigation, and efforts on global public 
health and disease control. 

The current system in which USAID is a part of the Department of State is failing. U.S, aid is 
excessively politicized by connecting aid with short-term foreign policy exigencies (e.g. the war in Iraq 
or the Israel-Palestine crisis). It would be very useful to insulate development aid from short-term 
diplomatic pressures. Moreover, USAID has been gutted of much key talent and staffing, and the US 
Government is currently unable to attract the best young experts in development fields, and will 
remain unable to do so until the status of sustainable development within the government is 
improved. The shift in the United Kingdom from having a mere sub-cabinet development agency 
(the Overseas Development Administration, ODA) to having a cabinet department (the Department 
for International Development, DfID) has dramatically increased the standing, reputation, and 
expertise of the United Kingdom in the area of international development. DfID is far ahead of 
USAID as a global thought-leader in development policy, and DfID’s departmental rank is playing a 
key role in that success. 

The new Department would have several specific tasks in its start-up years in addition to the 
development challenges described in this report. 

Re-focusing aid efforts . DfISD will bring together countless aid programs now strewn in a 
disconnected way across the U.S. Government. It will bolster technical competence (in health, 
agronomy, engineering, climate, hydrology, finance, and other areas related to sustainable 
development). It will fix the procurement and contracting systems, widely regarded to be broken. It 
will promote results-based aid delivery, with monitoring, accountability, and audits. 

Promoting effective multilateralism . DfISD will be much better placed than USAID to work with 
counterpart Ministries of International Development, and to coordinate multilateral efforts. 

Leveraging civil society and the private sector . DfISD will promote partnerships with civil society and 
the private sector. Businesses especially will be encouraged to utilize their technologies (in sectors such 
as health, agriculture, energy, logistics, finance, and ICT) in partnerships with the U.S. Government 
and multilateral agencies. 

Focusing on fragile states . DfISD will pay special attention to fragile states , including the extreme 
poor, environmentally threatened regions, and post-conflict environments, where development aid 
can make the difference between economic growth and stability on the one hand, and state collapse 
and violence on the other. 

Integration of all development tools . DfISD will be charged with harmonizing the range of 
development instruments, including development assistance, macroeconomic support (such as debt 
cancellation), trade policies (such as the African Growth and Opportunity Act, or AGOA), 
transparency initiatives (such as the Extractive Industries Transparency Initiative), and other tools of 
diplomacy and development. 
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The Financing of U.S. Development Assistance 

The current level of worldwide official development assistance, roughly $100 billion per year, of 
which roughly $25 billion is directed to sub-Saharan Africa, is widely acknowledged to be inadequate 
to support the achievement of the Millennium Development Goals. This is a very important point 
for U.S. political leaders and the broad public. The global community, including President Bush and 
the Bush Administration, has repeatedly acknowledged the need for much more aid. Yet the 
Administration and Congress have not yet delivered on those promises. 

Let us re-cap what is needed, what has been promised, and what has so far been delivered. There is 
universal acknowledgement by governments that more aid is needed to enable the poorest countries to 
achieve the Millennium Development Goals. This was already committed in the Monterrey Consensus: 

We recognize that a substantial increase in ODA and other resources will be required if 
developing countries are to achieve the internationally agreed development goals and objectives, 
including those contained in the Millennium Declaration. 21 

It is in that context that the countries agreed to make concrete efforts to the 0.7 percent target. The 
recognition that much more aid is needed has since been reiterated on several occasions, including at 
the G8 Summits and the World Summit in September 2005. At the Gleneagles Summit in July 2005, 
the G8 noted again that: 

A substantial increase in official development assistance, in addition to other resources, is 
required to achieve the internationally agreed development goals and objectives, including those 
contained in the Millennium Declaration (the Millennium Goals) by 2015, as we agreed at 
Monterrey in 2002. Fulfilling this commitment is needed in order to consolidate and build on 
recent progress in Africa, to stimulate the growth that will increase other resources and to enable 
African and other poor countries over time to reduce their aid dependency. 22 

This observation was followed by the pledge to increase aid to Africa by $25 billion a year by 2010, 
“more than doubling aid to Africa compared with 2004.” 23 Two months later, at the World Summit 
at the United Nations, President Bush repeated the pledge to “increased aid to nations that undertake 
necessary reforms.” 24 

The overwhelming problem is that until now, these repeated pledges have not been fulfilled. Actual 
cash flows of ODA have not risen since 2004. While President Bush promised in 2002 that the 
Millennium Challenge Account would be funded at the level of $5 billion per year by now, in fact the 
funding has been under $2 billion per year. Poor countries are unsure whether the promises will ever 
be fulfilled and are therefore not able to plan for the future, and are certainly not able to rely on 
pledges to make multi-year investment decisions, including investments in capacity and training. 


21 The Monterrey Consensus of the International Conference on financing for Development. Available Online at: 
http://wv.vv.un.org/esa/su.stclev/documents/Montcrrey_Consensus.htm. 

22 Gleneagles Summit, 8 July 2005, paragraph 26 

23 Ibid, paragraph 27 

24 George W. Bush, Addresses United Nations High-l-cvei Plenary Meeting, United Nations Headquarters. September 
14,2005. 
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Many significant studies, including those of the UN Millennium Project and the Africa Commission 
launched by Prime Minister Tony Blair, outlined, bottom-up estimates of the costs of achieving the 
MDGs. The UN Millennium Project found that the OECD-DAC donors will need to contribute 
around 0.54 percent of GNP in ODA as of 2015 in order to co-finance the MDGs on a global basis. 
Since ODA will be needed for other purposes as well, such as disaster relief, or post-reconstruction 
financing, the UN Millennium Project recommended that donor countries honor their commitment 
of 0.7 percent of GNP, in order both to enable success in the MDGs and to meet other challenges 
which will arise. 

Current US ODA, alas, remains stuck at 0.17 percent of GNP, the second-lowest of all donors. 
Unlike the EU, which has agreed to achieve 0.7 by 2015, the U.S. has no timetable or political 
consensus to reach that goal, despite the pledge of the U.S. at Monterrey to make concrete efforts to 
do so. By contrast, military spending in the U.S. is around 5 percent of GNP, when one combines 
the Pentagon budget with supplemental appropriations to finance the wars in Iraq and Afghanistan. 

The U.S. should now join the European Union in setting a specific timetable for increasing aid 
through the period to 2015. As did the EU, the U.S. should commit to reach 0.5 percent of GNP 
by the year 2010 and 0.7 percent of GNP by the year 2015. Such a trajectory of aid would ensure 
success in achieving the Millennium Development Goals by 2015, and would put the world on a 
trajectory to achieve the end of extreme poverty by the year 2025. Of the total aid, roughly half 
should be allocated through multilateral channels (e.g. IDA, the Global Fund to Fight AIDS, TB, and 
Malaria, a new Global Fund for African Agriculture), and roughly half should be allocated through 
U.S. bilateral initiatives, such as PEPFAR, the President’s Malaria Initiative, and the Millennium 
Challenge Corporation. 


25 See the calculations in Jeffrey Sachs, The End of Poverty, New York: Penguin 2005, based on the work of the UN 
Millennium Project and WHO Commission on Macroeconomics and Health, and consistent with rhe findings of the 
£005 Africa Commission of the U.K. Government. 
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Summary of Conclusions 

1) The U.S. should promote development assistance as a core pillar of national security and 
American moral values. 

2) The U.S. should follow through on its oft-repeated commitments to the Millennium 
Development Goals. 

3) U.S. Foreign Assistance should harmonize U.S. foreign policy commitments in development 
(such as support for the MDGs and goals adopted at G8 Summits) with the actual budgets and 
programs of U.S. development assistance. 

4) U.S. political leaders should explain to the American people the international development 
objectives and commitments that have been made by the United States. 

5) U.S. political leaders should explain to the American people the modest levels of U.S. 
development aid in comparison with spending on other pillars of U.S. security (notably 
Defense), with U.S. commitments, and with the spending of partner countries. 

6) The U.S., in line with its own commitments and the actions of its development partners, should 
make concrete efforts to the target of 0.7 percent of GNP, and should aim to achieve that target 
by 2015. 

7) The U.S. should support multilateral objectives and binding mechanisms in health, agriculture, 
infrastructure, education, and community development, balancing aid roughly half and half in 
bilateral and multilateral initiatives. 

8) The U.S. should establish a new separate Cabinet-level Department of International 
Sustainable Development. 

9) The U.S. should use the full range of development instruments, including development 
assistance, trade opening (such as AGOA and a successful Doha Round), aid for trade, and 
partnerships with civil society. 
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Figure 1. The Allocation of National Security Outlays 
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Figure 2. U.S. Official Development Assistance as a percentage of Gross National Income 
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Figure 3. US ODA to Africa ($ per African), 1961-2005 
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Figure 4. U.S. ODA by Region, 1961 - 2005 
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Figure 5(a). Net ODA in 2006 


NET ODA IN 2006 
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Source: Data from OECD/DAC (2007) 


Figure 5(b). ODA as a share of GNP 
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Source: Data from OECD/DAC (2007) 


64 


E3 The HELP Commission 



TABLE 1. THE MILLENNIUM DEVELOPMENT GOALS 


Target Is Halve, between 1990 and 2015, the proportion of people whose income is less than Si 
Target 2: Halve, hetwaji 1W0 and 2015, the proportion of people who suffer from hunger 


Goal 1: i.sadic.uc rtia-Rii' 
: poverty and hunger 


Goal 2: Achieve m 
primary education i 


that by 201 5 children everywhere, boys and girls alike, will lie able to complete a full course : 


Goal 3s Promote gender 
equality and empower 

Goal 4: Reduce child 

Goal 5s improve 
health 


and secondary education, preferably by 2005. and in all levels' 

_____ — — — : : 

I Target 5; Reduce by two- thirds, between 1990 and 2015. the under-five mortality rate 




ml Target 6j Reduce by three quarters, between 1990 and 2015. the maternal mortality ratio 

Target 7s Have halted by 201 5 and begun to reverse the spread of MIV7A1DS 

Target 8: Have halted by 2015 3nd begun ro reverse the incidence of malaria and other major diseases 

Target 9: Integrate the principles of sustainable development into country policies and programs, and reverse 
the loss of environmental resources 

Target 10: Halve by 201 5 the proportion of people without sustainable access to safe drinking water and basic: 
sanitation ■ ''/'V T\-;_ '.yy.i; 

Target I Is Have achieved by 2020 a .significant improvement in the lives of at least 1 00 million slum dweilers : 

Target 12; Develop further an open, rule-based, predictable, non-diserfm i natory trading system (includes a 
commitment to g<»od governance, development, and poverty reduction - both nationally and internationally) : 


I Goal 6s Combat 
HIV/ AIDS, malaria, and 
other diseases 


Goal 7: Kmure ; 
i environmental 
sustainability 


i. .1) ! - J j 


g states 
« and 22nd ; 


Goal 8: Develop a global General Assembly provisions) 
partnership lor devdop- 


Target 16: In cooperation with developing countries, develop and implement strategies for decent and 
productive work for youth 

Target 17s In cooperation with pharmaceutical companies, provide access to affordable drugs in developing 
countries 

Target 18: in cooperation with the private sector, make available the benefits of new technologies, especially 
information and communications technologies 


Source: United Nations 
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SNSSHI 


TABLE 2. BILATERAL OFFICIAL DEVELOPMENT ASSISTANCE 

TO SUB-SAHARAN AFRICA, FY06 

■Hi 1 111 H 1 i Mii SHHflHIiHHIIl 

Emergency Plan for AIDS Relief 

$675 mm 

Child Survival and Health 

$391 mm 

Development Assistance 

$588 mm 

Millennium Challenge Corporation 

$850 mm (estimated as half of total MCC) 

Economic Support Fund 

SI 21 mm . ' 

Food Assistance (PI 480) 

$272 nun 

Peace Corps 


Total bilateral aid to Africa 



Source: United States Agency for Internationa] Development, The Grtenbook 
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TABLE 3. COMBINING OFFICIAL DEVELOPMENT ASSISTANCE 
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REFORMING THE STRUCTURE OF U.S. FOREIGN ASSISTANCE 
By Sheila Avrin McLean* and David Gartner** 

December 10, 2007 

(The follo wing members of the Council on Foreign Relations support the recommendation herein ’affiliations 
are for identification only-: Peter D. Bell \ President Emeritus of CARE and Senior Research Fellow , 
Hauser Center for Nonprofit Organisations at Harvard University; Carol Bellamy ; President and 
CEO, World learning, previously Executive Director \ UNICEF; Lael Brainard. I dee President & 
Director, Global Economy & Development Program, The Brookings Institution; Joshua W Bushy, 
Assistant Professor, Lyndon B. Johnson School of Public A ffairs, University of Texas; Sarah C. Carey ; 
Esq., Partner, Squire, Sanders & Dempsey LLP., and Chair ; Eurasia Foundation; Adrienne 
Germain, President, International Women's Health Coalition ; Mora McLean , President and CEO, 
The Afnca-America Institute; George Rupp, President and Chief Executive Officer, International 
Rescue Committee, previously. President, Columbia University ; Richard IN. Sinkin , Partner, 
InterAmerican Group 1AJE; Patricia 71 Smalley, Consultant; Jeremy Weinstein, Assistant 
Professor of Political Science, Stanford University; and Daniel Wilkinson, Deputy Director, Americas 
Division, Human Rights Watch .) 

We are all members of the Council on Foreign Relations (CFR); however, the views 
expressed in this document should not be ascribed to the Council. We all have considerable 
experience with the structure of international organizations, generally, and with the U.S. 
Government’s foreign assistance apparatus, in particular. We have followed with great 
interest the work of the Helping to Enhance the Livelihood of People Around the Globe 
Commission (the HELP Commission), and some of us participated in a recent meeting at 
the Council with the Chair and Vice Chair of the HELP Commission. 

We recommend that the members of the HELP Commission and, 
ultimately, the members of Congress endorse the establishment of an 
independent Cabinet-level poverty-focused Department of Global 
Development to set budgets and policy for and coordinate all U.S. 
foreign assistance. 

In urging this structural reform, we know that the HELP Commission is making what we 
regard as very persuasive arguments for enhanced effectiveness of global poverty reduction 
and well-coordinated U.S. initiatives in development assistance. Therefore, in this paper, we 
do not restate these important arguments but address only the recommended structure for 
U.S. Government development aid. 

In our considered judgment, only independence and full Cabinet-level status will give 
development aid the hearing it deserves at the highest levels of the U.S. Government and 
make possible the resources it requires. Effective policy for and coordination of U.S. foreign 
assistance will be possible only if all the disparate elements of U.S. foreign assistance are 
brought together into one central agency. A clear long-term focus on poverty will permit 
much more effective and efficient distribution of precious development dollars. 
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For nearly fifty years after the creation of the United States Agency for International 
Development (USAID), the organization of foreign assistance within the U.S. Government 
has alternated between increasing independence, on the one hand, and increasing integration 
into the State Department on the other. Executive branch action has led to significant but 
often transitory changes to the U.S. foreign assistance structure. For example, although 
President Jimmy Carter created the International Development Cooperation Agency, 
President Ronald Reagan later diminished its role before Congress ultimately abolished it. 
Recent actions by President George W. Bush to put more development functions into the 
State Department and to integrate USAID more fully into the State Department are already 
generating criticisms in Congress that may well lead to future reversal. 

Moreover, there is broad recognition, within the public policy community, of the fractured 
and uncoordinated structure for U.S. Government programs for economic and technical 
assistance to developing countries. For example, a 2007 CSIS bipartisan Commission on 
Smart Power , chaired by Richard L. Armitage and Joseph S. Nye, Jr., points to “[mjore than 
50 independent organizations of the U.S. Government. ..currently pursuing more than 50 
foreign assistance objectives” and calls for the next president to “take action to build greater 
coherence for America’s development assistance.” Similarly, in 2004, the Center for Global 
Development’s Report of the Commission for Weak States and US National Security, authored by 
Jeremy M. Weinstein, John Edward Porter and Stuart E. Eizenstat, called for “establishing 
an integrated development strategy and implementing it within a single, Cabinet-level 
development agency.” In a 2006 Brookings-CSIS bipartisan task force study on Transforming 
Foreign Aid for the 2 V' Century , Lael Brainard concludes: “Only a new cabinet agency will be 
able to boost the stature and morale of the development mission.... Only an independent 
department will be able to realize the president’s vision of elevating development as the third 
pillar, alongside diplomacy and defense, underpinning America’s international leadership.” 

Given the many urgent, immediate and competing priorities that are included within the 
mandate of the State Department, we believe that poverty elimination and long-term 
development of poor countries will never receive the focus required if USAID and U.S. 
foreign assistance are essentially subordinate to the State Department. After nearly fifty 
years at the center of a bureaucratic tug of war, USAID, as currently constituted, is neither 
equipped nor does it have the political and bureaucratic clout to lead or even coordinate all 
U.S. foreign assistance programs. Yet, leaving many important development functions 
spread across multiple agencies - ranging from the Department of Agriculture (food aid) to 
the Treasury Department (US policy toward the World Bank) to the Department of Defense 
(security and development in belligerent situations) to the State Department (security and 
diplomacy) — makes effective coordination impossible. 

A new Department of Global Development would bring together under one roof the 
foreign assistance and poverty-focused activities now scattered throughout the U.S. 
Government. With Cabinet status, such Department would likely attract politically 
influential leaders who would have direct access to the President, and it would likely serve as 
an important ally of the Secretary of State, within the overall Cabinet, on critical international 
issues. A Department of Global Development would also make possible more effective 
development strategies with clear performance outcomes that are linked to country-driven 
approaches. 
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The United Kingdom’s Department of International Development, established in 1997, 
provides a decade of experience — most of it applauded by international observers — of 
combining, under the direction of a British Cabinet-level minister, delivery of aid to 
developing countries. DFID has responsibility for analyzing the impact in these developing 
countries of other British Government policies, such as trade, prevention of conflict, and 
environmental protection. The U.K.’s experiences can be a useful model in developing a 
similar voice for development within the U.S. Government. 

As foreign assistance becomes even more central to America’s role in the world, the 
structure of our Government must be updated to reflect this new priority. By 
recommending an independent Cabinet-level poverty- focused development Department, the 
HELP Commission can set the stage for the next president and strengthen America’s 
capacity to respond to the serious global challenges posed by extreme poverty, disease and 
lack of education, as well as by humanitarian emergencies, instability and other development 
challenges. 


* During the Carter Administration, Sheila Avrin McLean was the first General Counsel 
of the International Development Cooperation Agency, which was a reorganization of 
the foreign aid functions of the Executive branch into a separate Agency that reported to 
the President with a dotted line to the Secretary of State but not as a Cabinet-level 
Agency. Ms. McLean, a Yale Law School graduate who is currently a strategy consultant, 
has advised extensively on the structure of international organizations and international 
non-govcmmental organizations. 

* * David Gartner is the Policy Director for the Global AIDS Alliance (GAA), where he 
has led advocacy efforts to expand funding for global health and education. He 
previously worked as a Counsel on the Senate Health, Education, Labor and Pensions 
Committee. Mr. Gartner is a graduate of Brown University and Yale Law School, and he 
did graduate work in political science at the Massachusetts Institute of Technology. 
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Mrs. Lowey. I am pleased that Mr. Wolf has been able to join 
us, and we are going to insert into the hearing record any state- 
ment Mr. Wolf may wish to make. 

Mr. Wolf. No. 

Mrs. Lowey. Thank you. 

Ms. Brainard — well, Dr. Brainard, welcome. 

Ms. Brainard. Thank you. 

Chairwoman Lowey, Representative Wolf, distinguished mem- 
bers of the committee, I just want to tell you how much we all ap- 
preciate your efforts to look out over the horizon and think about 
making our foreign assistance more effective, thinking about bigger 
reforms, knowing that you are about to turn your attention to the 
immediate task of the short-term priority setting among our var- 
ious competing priorities in this area. 

Americans tackle depravation and social injustice around the 
world because our consciences, our hearts and our faith tell us it 
is the right thing to do. But this effort does more than make Amer- 
icans feel good. It makes the world feel good about America. By 
helping to lift the lives of the poor around the world, we enhance 
our own influence and authority in the world community. 

Moreover, in a world where seemingly distant threats can metas- 
tasize into immediate problems, the fight against global poverty is 
becoming a fight of global necessity. It is not just a matter of mo- 
rality but also our security. 

The fight against global poverty harkens back I think to some of 
America’s best transitions: The Marshall Plan, the Bretton Woods 
Institution, the Alliance for Progress, but it also appeals to the best 
instincts of a new generation of Americans who are more engaged, 
I would say, than ever before in global service opportunities, in vol- 
unteering at home and abroad, in major advocacy campaigns and 
in giving, both big and small, on behalf of the world’s poor. 

So it is time, I think, that our government recognize that gen- 
erosity of spirit that we see in the private sector in the public and 
really think seriously about revamping our National Security Strat- 
egy to give development a much more influential place alongside 
diplomacy and defense, to deploy foreign aid as a key instrument 
of American soft power but also to recognize that it is a key deter- 
minant of the face seen by poor people around the world of America 
and, finally, to better leverage the resources and the dynamism of 
our NGOs, of our private sector and of our very active public. 

As long as we are functioning in the existing system, I would 
argue our aspirations and our aid dollars are going to exceed our 
impact on the ground. And why? I submitted a picture, an organi- 
zation chart in the testimony, that I think sort of tells the story 
better than anything else. 

We have 50 organizations in the U.S. Government that are pur- 
suing 50 objectives. In fact, those numbers — some people come up 
with higher numbers, and they are doing so in a very uncoordi- 
nated and overlapping way. Why is that? Well, we have started 
with a Cold War infrastructure; and we just keep layering new 
mandates on top of that. 

The subcommittee knows better than anybody else that our for- 
eign assistance dollars have grown faster in the last several years 
than at any point since the Cold War, and with every new mandate 
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comes a new ad hoc institutional office placed somewhere in the 
system. So we have seen one set of organizational structures for 
PEPFAR, another for the MCC, still another for the President’s 
Malaria Initiative; and now, of course, layered on top of that we 
have State/F. 

It is no coincidence I think that the people sitting before you 
have served on several different commissions, one of which is con- 
gressionally mandated, and I really applaud the efforts of the 
HELP Commission. 

I think it is worth drying out some of the commonalities among 
all of these commissions. All of these efforts call for greater U.S. 
engagement on development, not less. All of them call for elevating 
development on par with defense and diplomacy, not in any way 
subordinating it. All of them call attention to the need for stronger 
civilian operational capabilities for development, humanitarian and 
post-conflict mixes. All of them call for much better coordination of 
foreign assistance with other soft power tools, importantly, trade, 
foreign investment, debt relief; and all of them call for modernizing 
our aid infrastructure that was designed for the challenges of a dif- 
ferent century, in the words of the chairwoman of this committee, 
not tinkering with the status quo. So let me just highlight two or 
three of those and then quickly close. 

What do we mean by elevating the development mission? Well, 
I think the President’s National Security Strategy of 2002 did a 
great job for articulating the case of why development needs to be 
a third independent strong pillar, as strong as defense and diplo- 
macy. I think the concern has been that, in practice, that has not 
happened and that, in particular with the creation of State/F, there 
is the subordination of development to diplomacy, a concern I think 
that was heightened in many people’s minds, whether or not fairly, 
when the first framework came out with no mention, not a single 
mention of the word “poverty”. 

It is important, I think, to understand that development and di- 
plomacy are wholly complementary, but they are really very dif- 
ferent. Diplomacy is all about state-to-state relationships. Like it or 
not, we often have to work with governments that we do not think 
are doing a very good job on development or democratization in the 
diplomatic mission of our government. But development means 
building societal capacity, democratization, improving governance, 
improving the ability of people outside of government to lift up 
their own lives. And so we are always going to have to be able to 
do those two things next to each other but not necessarily through 
the same operations. 

The other thing that I think we have to worry a great deal about 
is that the stature and morale of the development and humani- 
tarian mission has really been under siege for some time. The mo- 
rale at our primary development agency is among the lowest ten 
in a ranking of small government agency’s work conditions, where- 
as the new Millennium Challenge Corporation with its independ- 
ence, its new mission, was among the top five. The result is we 
have a readiness deficit. 

And this is the second thing, that I think all of us agree we have 
a readiness deficit in civilian development, humanitarian and post- 
conflict missions. And it is very urgent to rebuild at that moment. 
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In fact, I think the Defense Secretary gave a really great speech 
on this in his Landon Lecture where he says having robust civilian 
capabilities available could make it less likely that military force 
will have to be used in the first place as local problems might be 
dealt with before they become crises. 

So, again, the development function, the humanitarian function 
sits alongside and is very complementary to defense. Instead, re- 
cent years have seen a systematic weakening of those operational 
civilian capabilities. I will not cite you all the statistics here. There 
are a lot of them. But we have seen the diminution of staffing by 
fully a third; we have seen the amount of money that each indi- 
vidual in these agencies is supposed to disperse going up by 50 per- 
cent, which means they are less and less able to really manage and 
demand performance and accountability; and by some counts near- 
ly a third of USAID Foreign Service Officers are currently eligible 
for retirement. So the age profile is also a matter of some concern. 

The third thing that we have all talked about is achieving coher- 
ence across policies. I think this one is obvious again to members 
of this subcommittee. For so many countries, trade is just as impor- 
tant as aid dollars, and nowhere do they tend to work more at cross 
purposes than in areas like agriculture, for instance, where we do 
one thing over on the aid side and we do something that works for 
cross purposes on the trade side. So we have to find a way of build- 
ing in systematically policy integration. 

And, finally, I think we have to rationalize agencies at the end 
of the day. We have to rationalize agencies and clarify missions. In- 
stead of 50 strategic objectives, we should probably have about five. 
Instead of the 50 offices managing aid, we should have one capable 
operational agency. 

Just briefly, our task force looked at the types of organizational 
structures that are practiced in our counterparts around the world; 
and there are basically four structures. We looked at each of them 
and asked how well would each of these structures deliver for the 
U.S. And essentially I would say the decentralized structure that 
we now have, multiple agencies, is one of the weakest structures. 
If you look at counterpart agencies in other countries, all of the 
countries employing this tend to punch below their throw weight, 
tend not to speak with one voice. 

Another model is the track that we are currently on, which is 
making USAID the implementation arm of the State Department. 
This is also a model that we see in other countries. The good news 
is it makes for one voice. The bad news is it tends to solidify the 
divide between policy and operations, and it tends to again subordi- 
nate development to diplomacy. 

Some have suggested the merger of USAID into what we call a 
super-State Department where there is a desire, because develop- 
ment and diplomacy should be working more closely together, to 
actually merge them. I find this not a particularly realistic pro- 
posal. I think the proponents tend to underestimate the massive 
transformation of the culture, the mission and the staffing and the 
incentives of the State Department that would be required, not to 
mention the turf battles that would ensue throughout the rest of 
the bureaucracy having served in the midst of those turf battles in 
a previous administration. And I also think it is a little curious. 
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We also believe that the alignment of diplomacy and defense is 
extraordinarily important, but I don’t think that anybody is any 
longer suggesting that we should submerge Defense into State or 
the reverse. 

Secretary Gates in his speech argued that new institutions are 
needed for the 21st century, new organizations with a 21st century 
mindset, rather than repopulating institutions of the past or ex- 
panding current agencies. I do not know exactly what he had in 
mind there, but I do think that the one model that is worth exam- 
ining further is establishing a true Cabinet-level voice for develop- 
ment. As Leo Hindery said, we have an example out there where 
the creation of DflD in 1997 made a material difference to how the 
U.K. engaged developing countries and the impact of its assistance. 

But I think most important is that this committee — or this sub- 
committee — take the mandate of looking at these various organiza- 
tional structures and take that forward. We looked at episodes of 
past reform, seven episodes, in the U.S. context. Successful reforms 
had a few things going for them: 

An emerging political consensus surrounding the urgency of the 
mission. I think that condition is met today. 

Support from key groups outside of government. Again, I think 
that mission is very much met today. 

Timing is absolutely critical. These kinds of changes, if they are 
going to work, have to take place in an early part of a new admin- 
istration. 

And then the last condition is that there needs to be personal 
commitment on the part of the President and there needs to be 
congressional champions and congressional oversight to prepare 
the way for that kind of change. 

So, again, I think the conditions are very ripe at the moment. I 
think it is a big undertaking, and my hope is that both the next 
President will be interested and seized with the importance of this 
and that this subcommittee will serve a leadership function in 
doing that. 

Thank you. 

Mrs. Lowey. Thank you very much. 

[The information follows:] 
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SUBCOMMITTEE ON STATE, FOREIGN OPERATIONS, 
AND RELATED PROGRAMS 
COMMITTEE ON APPROPRIATIONS 
U.S. HOUSE OF REPRESENTATIVES 
JANUARY 23, 2008 
WASHINGTON, D.C. 


Chairwoman Lowey, Representative Wolf, distinguished members, I appreciate 
the opportunity to testify before the House Subcommittee on State, Foreign Operations, 
and Related Programs today on the subject of Reinventing Aid for the 21'' Century. I 
applaud your efforts to look over the horizon and ask the critical question of how to 
achieve the best impact from our aid dollars, especially recognizing you will soon turn 
to the immediately pressing challenge of allocating those' scarce dollars against a 
compelling set of competing priorities. 


A Critical Instrument for Advancing National Security, Interests, and Values 

As we prepare for a world where global population is projected to expand by 
one third over the next 20 years and with 90 percent of that expansion concentrated in 
developing countries, many poorly equipped to provide for the growing ranks of their 
young, America's national security strategy must place development on par with 
defense and diplomacy. As we prepare for a world where seemingly distant threats can 
metastasize into immediate problems, the fight against global poverty is becoming a 
fight of necessity— not only because personal morality demands it, but because global 
security does as well. Extreme poverty exhausts governing institutions, depletes 
resources, weakens leaders, and crushes hope— fueling a volatile mix of desperation 


1 Vice President and Bernard L. Schwartz Chair in International Economics at Brookings 
and Co-Chair, Task Force for Transforming Foreign Assistance for the 21** Century. 
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and instability. Impoverished states can explode into violence or implode into collapse, 
imperiling their citizens, regional neighbors, and the wider world as livelihoods are 
crushed, investors flee, and ungovemed territories become a spawning ground for 
terrorism, trafficking environmental devastation, and disease. Yet if poverty leads to 
insecurity, it is also true that the destabilizing effects of conflict and demographic and 
environmental challenges make it harder for leaders, institutions, and outsiders to 
promote human development. 

The fight against global poverty hearkens back to the best traditions of the 
Marshall Plan, the founding of the Bretton Woods institutions, and John F. Kennedy's 
Alliance for Progress. But it also appeals to the best instincts of a new generation of 
Americans who are engaged as never before in major advocacy campaigns, in global 
service commitments, and in philanthropy both big and small on behalf of the world's 
poor. Our consciences, our hearts, and our faith demand that we tackle deprivation and 
social injustice because it is the right thing to do. But helping the poor gain access to 
shelter, medicine, sustenance, education, and opportunity does more than make 
Americans feel good: it makes the world feel good about America. When the United 
States leads in helping lift the lives of the poor, we enhance our own influence and 
authority in the world community - building support for U.S. interests in other areas. 

With hard power stretched thin and facing 21" century threats from poverty, 
pandemics, and terrorism, we need a national security strategy that gives development 
a Cabinet-level voice alongside defense and diplomacy. We need a national security 
strategy that deploys foreign aid as a key instrument of American soft power and a key 
determinant of the face of America seen around the world, while leveraging the 
resources and dynamism of the American public, NGOs, and private sector. 
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An Outdated System 

US Foreign Assistance Legislation, Objectives and Organizations 



Our aspirations and our aid dollars are likely to exceed our impact on the ground 
unless and until we modernize our aid apparatus. The urgent demands of post-conflict 
reconstruction in Iraq and Afghanistan and humanitarian disasters have led to a faster 
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rate of expansion of foreign assistance dollars in the last seven years than at any point 
since the Cold War. But instead of modernizing our Cold War era aid infrastructure, 
the administration has responded to each new global challenge by creating new ad hoc 
institutional arrangements along side the old ones, such as the President's Emergency 
Plan for AIDS Relief (PEPFAR), the President's Malaria Initiative (PMI), the Millennium 
Challenge Corporation (MCQ, and the State/F Bureau. Meanwhile, by default rather 
than design, the Defense Department is taking on a growing role, now accounting for 
1/5 lh of U.S. Official Development Assistance (ODA). 

As shown in the chart above, fifty separate units share responsibility for aid 
planning and delivery in the executive branch, with a dizzying array of fifty objectives 
ranging from narcotics eradication to biodiversity preservation. Different agencies 
pursue overlapping objectives with poor communication and coordination. At best, the 
lack of integration means that the United States fails to take advantage of potential 
synergies; at worst, these disparate efforts work at cross purposes. As a result, the 
impact of American foreign assistance falls short of the value of aid dollars expended - 
which remains unmatched among bilateral donors. 

Modernizing America's Aid Infrastructure for 21" Century Challenges 

It is no coincidence that there have been several high level task forces and 
commissions -many represented here today —focused on different aspects of aid 
effectiveness in recent years. I want to reiterate my appreciation for the efforts of HELP 
Commission Chair Mary Bush and Vice Chair Leo Hindery, along with other members, 
which led to a set of important recommendations, following considerable analysis and 
deliberation. Other efforts such as the 2006 Task Force on Transforming Foreign Assistance 
for the 21” Century, which I co-chaired, the recent Smart Power Commission, on which 
George Rupp served, and the 2004 Commission on Weak States arrived at a similar 
diagnosis of the problems and many similar recommendations. 
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All of these efforts call for greater U.S, engagement on development - not less. 
All call for elevating development on a par with diplomacy and defense-not 
subordinating it. All emphasize the need for stronger civilian operational capabilities 
for development, humanitarian, and post conflict missions. All call for coordination of 
aid with other soft power tools such as trade and debt relief. And all emphasize the 
urgent need to modernize an aid infrastructure designed for the challenges of a 
different century— not tweak the status quo. 

Let me highlight a few of these crihcal points before closing. 

1. Elevate the Development Mission: If there is one principle that applies above 
all others to the revitalization of the U.S. foreign assistance enterprise, it is that the 
development mission must be elevated to equal status and independent standing 
alongside defense and diplomacy not just in principle but also in practice. Many 
applauded when the President's 2002 National Security Strategy recognized 
development alongside defense and diplomacy as a third critical pillar of national 
security. Many now worry that the 2006 decision to create the State/F bureau with 
oversight over USAID subordinates development to diplomacy —a concern heightened 
when the State/F framework failed to make a single reference to "poverty." 

While complementary, development and diplomacy are fundamentally different 
missions. The primary function of diplomacy is state-to-state relations, whereas 
development and democratization often require working around foreign governments, 
and sometimes with groups opposed to them. Development seeks not solely or even 
primarily to develop state capacity -the overarching objective of the State/F framework 
—but societal capacity more generally to ensure that poor communities have the tools 
and resources to lift up their lives. Importantly, maintaining the integrity of 
independent diplomatic and development functions makes it far easier to manage the 
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frequent tension between short term political objectives— which often require working 
with undemocratic regimes— and longer term economic and political reform objectives. 

The development mission— vital to America's interests as well as to global peace 
and prosperity— must be restored in order to elevate stature and morale and attract and 
retain the most talented professionals in the field. One compelling reason for standing 
up the MCC independently was to attract top talent; while the MCC was recently rated 
among the top 5 in a ranking of the best small government agencies to work, a less and 
less independent USAID was ranked among the bottom 10, a troubling trend. 

2. Invest in Operational Civilian Capabilities: Development, humanitarian, and 
post conflict missions are by nature operational —informed by policy but not 
policymaking functions per se. The U.S. organizations entrusted with managing foreign 
assistance must recruit personnel with the right technical, operational, and project 
management skills; reward effective performance; and work relentlessly to improve on- 
the-ground results. Unfortunately, recent years have seen systematic weakening of our 
operational civilian capabilities while responsibilities and disbursements have 
grown. As a result, there is a readiness deficit in civilian development, humanitarian, 
and post conflict missions, and an urgent need to invest in specialized expertise on 
science, engineering, economic analysis and program evaluation. Defense Secretary 
Gates emphasized this need in his recent Landon Lecture: "Indeed, having robust 
civilian capabilities available could make it less likely that military force will have to be 
used in the first place, as local problems might be dealt with before they become crises." 

Since the 1990s, the number of professional USAID staff has fallen by a third. 
Between 1998 and 2006, reductions in direct-hire staff were accompanied by a sharp 
increase in foreign assistance spending, with the result that aid disbursement per staff 
member grew by 46 percent to $2 million. And by some counts nearly one third of 
USAID foreign service officers are currently eligible for retirement. 
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Paradoxically, at a time when the premium is greater than ever before on specialized 
expertise for addressing important development challenges, USAID has had to reduce 
technical expertise in favor of general management skills. From USAID's earliest days, 
scientists, engineers, and other technical experts were central to its mission, operating 
out of both specialized functional offices and regional bureaus and missions. However, 
by 2004, according to USAID, of 1,821 professionals at the agency, roughly 55 percent 
were working in civil society, general development, or other general areas. And only 3 
percent of the technical experts are engineers. The government's thin bench on science 
and technology for development means we are poorly equipped to leverage the 
considerable capacity of the U.S. private sector, universities, and foundations. 

In addition, economic analysis and program evaluation capabilities have declined at 
a time when these skills are vital in order to learn from the U.S government's vast 
foreign aid experiences and to enhance operations based on that learning. Evaluation of 
U.S. assistance too often relies on input accounting rather than true impact analysis and 
is undertaken in a defensive manner. Ideally, the emphasis should be redirected to 
evaluation methodologies such as randomized trials and control groups to foster a 
learning environment. 

3. Support Country Ownership: Aid works best when it supports priorities 
determined locally, and recipients are invested in achieving success. Just three years 
ago, congress made country ownership one of the central tenets of the design of the 
MCC. Obviously, the extent of U.S. oversight and control of aid implementation 
should vary with the quality of local governance, with poorly governed countries less 
likely to formulate national strategies based on the priorities of poor communities, thus 
requiring greater oversight in the aid process. But the principle of stakeholder 
ownership applies to the entire aid enterprise -even if it requires different mechanisms 
of implementation depending on circumstances on the ground. 
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4. Achieve Coherence across Policies: Foreign assistance is but one of several-tools 
to support development. The United States could wield greater influence per aid dollar 
spent than any other nation simply by deploying its influence in trade, investment, debt, 
and financial policies in a deliberate manner as a force multiplier. Nowhere is this more 
apparent than on agriculture, where our development and trade policies too frequently 
work at cross purposes. Regular mechanisms for policy integration are vital either by 
coordinating across agencies or assigning authority to a single empowered agency— as ■ 
in the UK, where the cabinet-level Department for International Development (DfID) 
takes the lead on trade related to developing countries. And integration is also 
important in planning and operations, as illustrated by recent post conflict experiences. 
Improving integration requires removing disincentives and creating positive incentives, 
such as reserving budgetary funds to reward collaboration on priority goals and tying 
career advancement to participation in joint operations. 

5. Rationalize Agencies & Clarify Missions: Ultimately, the mark of a successful 
reform will be a reduction in the number of players and the elimination of overlapping 
jurisdictions. This will allow for more unity of voice. Current reforms superimpose 
another player into the mix - the new State/F bureau -without eliminating any of the 
offices or criss-crossing lines shown in the chart. Instead of the 50-odd objectives these 
offices currently pursue, we should have no more than five strategic aid priorities— 
addressing poverty and need, supporting the emergence of capable foreign partners 
and countering security, humanitarian and transnational threats. Instead of the current 
spread of 50 offices managing aid, we should have one capable operational agency. 

Window of Opportunity for Bold Reform 

What kind of organizational structure would ensure the greatest impact from U.S. 
foreign assistance dollars? To answer that question, we analyzed the four 
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organizational models prevalent among the major bilateral donor countries for their fit 
with the US political context. The U.S. currently employs a Decentralized Structure, 
along with several other large donors. By and large, the countries employing a 
decentralized approach are known for punching below their throw weight on aid and 
are disadvantaged by the perception that they do not speak with a unified voice. 

This administration has moved in the direction of making USAID an 
Implementation Arm of the State Department— a model adopted by several other 
bilateral donors. While this helps to clarify the missions of State and USAID and 
enables them to speak with one voice, it solidifies the divide between policy and 
operations, has failed to improve operational civilian capabilities or address 
coordination outside of State/USAID, and subordinates development to diplomacy. 

Some have proposed the Merger of USAID into a Super State Department. 
Although this would be a logical progression arid would rationalize actors, clarify 
missions, and reduce confusion about who speaks for the United States, it would 
undoubtedly subordinate development to diplomacy. Moreover, proponents tend to 
greatly underestimate the massive transformation of the culture, mission, and staffing 
of the State Department .that would be required. While the alignment of development 
and diplomacy is important, so too is the alignment of defense and diplomacy, yet no 
one would advocate submerging the State Department into the Defense Department. 

Creating a Cabinet-level voice for development would be the best way to insure 
against the subordination of long-term investments in democratization, development, 
and poverty alleviation to short-term political objectives. Ultimately, this approach 
holds the greatest promise of boosting U.S. standing in the world and transforming the 
United States foreign assistance enterprise to address the global challenges of the 21st 
century. Interestingly, Secretary Gates seemed to open the door for such a bold reform 
when he argued that, "New institutions are needed for the 21" century, new 
organizations with a 21" century mind-set," rather than repopulating institutions of the 
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past or expanding current agencies. The creation of the UK Department for 
International Development (DfID) in 1997 demonstrates that this approach is both 
achievable and likely to improve effectiveness. DfID boosted the overall coherence of 
UK development policy and impact, while elevating the stature of the development 
mission and improving recruiting. 

The next president, in collaboration with Congress, can capitalize on the growing 
consensus in favor of modernizing our aid infrastructure. The Task Force on 
Transforming Foreign Assistance for the 21” Century identified past episodes of successful 
U.S. foreign assistance reform that offer important lessons today. The conditions for 
successful reform include an emerging political consensus surrounding the urgency of 
the mission, support from key groups outside government, and personal commitment 
on the part of the president and key congressional champions. Any successful reform 
process must engage stakeholders across the executive and legislative branches, across 
agencies, and outside government. Congress has an integral role in shaping the 
organization and delivery of U.S. foreign assistance by holding hearings such as this, 
mandating independent analysis of the current structure and operations such as from 
the HELP Commission, and requesting expert recommendations. Finally, timing is 
critical: successful instances of transformation both here and in the UK have been 
initiated early in the course of a new administration. If America is to develop an 
effective soft power response to new global challenges in this decade, the countdown to 
the start of a new administration has begun. 

The conditions for fundamental reform are favorable— if there is sufficient political 
will. Our institutional and process recommendations do not require big budgetary 
resources but instead magnify the impact of every dollar spent. Improving the 
effectiveness of foreign assistance commands bipartisan support. And Americans 
clearly understand the need to show a more compassionate face of America to the 
world even as they support the fight against global poverty in growing numbers. 
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Mrs. Lowey. We look forward to Mr. Rupp’s testimony, because 
not only have you been part of the Commission but you have also 
had the experience of implementing foreign assistance programs. 
So thank you very much for being with us today. 

Mr. Rupp. Thank you very much, Madam Chairperson and Rank- 
ing Member Wolf. I am delighted and honored to be with you 
today, and I salute you for undertaking this hearing on this impor- 
tant topic of foreign aid reform. 

I will ask that my full written testimony be accepted in the 
record, since I will abbreviate what I have to say substantially be- 
cause we are already well beyond our time. 

As you know, Nita, the International Rescue Committee was 
founded, as we are fond of saying, in 1933 at the suggestion of Al- 
bert Einstein to rescue refugees from Nazi-occupied Europe and re- 
settle them in this country. We continue to resettle refugees in the 
United States with a network of 25 offices across the U.S., and we 
also do relief and development work around the world as we go to 
war zones to rescue and rebuild lives. For 75 years we have worked 
with people uprooted through no fault of their own to bring them 
from harm to home. 

Before discussing the options for reform, I would like to follow 
the precedent of the previous speakers and consider — and I will try 
to do this briefly — what is wrong with the current way the govern- 
ment organizes and administers our foreign aid programs. I will 
make six very quick points and then one that is a little bit longer. 

First, it is a very confusing and bureaucratic undertaking. Lael 
Brainard’s diagram does more than needs to be said in words, but 
she has also written extensively about this, so I will not belabor 
the matter. I will just add a single sentence from the perspective 
of an operating organization. 

Every U.S. Government agency has different protocols. We com- 
pete for RFPs, RFAs, IQCs, ATSs, a whole alphabet soup of solici- 
tation from several offices, including the State Department, 
USAID, the Department of Health and Human Services, the De- 
partment of Labor and many other parts of the U.S. Government. 
Again, as Lael has laid out at length and as you, Nita, summarized 
very nicely at the outset of the hearing. 

Second, there has, in addition, been an understandable emphasis 
on anti-terrorism measures since 9/11. The IRC takes our respon- 
sibilities in this regard very seriously, and we have implemented 
procedures to ensure that we do not support terrorist activities in 
any way and we do not have staff members who are in any way 
associated with terrorism. We did, however, join with other NGOs 
in protesting USAID’s recent proposal to compile an anti-terrorism 
database of files on our staff and board members. Keeping such 
files on Tom Brokaw and Tom Lantos seems not a very good ex- 
penditure of IRC time and effort or, for that matter, of AID re- 
sources. 

Third, as Lael has already mentioned, the introduction of foreign 
aid reform, the so-called F process, at the State Department so far 
has only added to the complexity of the aid process. New proce- 
dures put in place forced USAID missions to review and revise 
their programmatic objectives and produce new operating plans in 
an unreasonably tight time line. The result has been significant 
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delays in the relief of grant solicitations and therefore also, of 
course, of grant awards for the work that needs to be done. 

Not surprisingly, again as Lael pointed out, some of our partners 
at USAID were demoralized by these changes because they viewed 
the “dual-hatting” of the Administrator of USAID and the Director 
of Foreign Assistance as the equivalent of dismantling USAID. 
Many long-term USAID staff members have now been absorbed 
into the State Department. 

Certainly the reforms were rolled out in a manner that shut out 
any real dialogue not only with the Hill but also with NGOs. Later 
outreach really came across as too little, too late. The new Director 
of Foreign Assistance, Henrietta Holesman Fore, has been reaching 
out but faces the massive challenges resulting from the ill-thought- 
through launch of this process. 

Fourth, there continues to be a trend or preference for using for- 
profit contractors rather than not-for-profits, even though we are 
much more cost-effective in our programming, we help raise money 
to cover some of the costs of the projects, we know the communities 
and cultures in which we work, we recruit our staff members over- 
whelmingly from those communities, and we are committed to stay- 
ing as long as required to get the job done. 

Fifth, this preference for for-profit contractors is in part driven 
by the fact that the size of USAID’s workforce has eroded. As Lael 
has said, it was downsized by as much as 37 percent during the 
1990s; and many experienced aid officers are now retiring. I am 
told from the highest level at AID that the current attrition rate 
outdates the new hires by a ratio of two to one. About half of the 
current USAID Foreign Service Officers are new to their jobs. 

Stretched thin and often inexperienced, USAID chooses to bundle 
programs into a few large contracts, even when the results are poor 
on the ground. 

Sixth, also of great concern is the topic mentioned in your open- 
ing remarks, Nita, but also by other panelists, namely the Defense 
Department appears to be picking up the slack by seeking funding 
from Congress to run its own parallel aid programs. As several of 
our witnesses have testified, these programs are not being proposed 
because the State Department has the capacity — the Defense De- 
partment is the best to run them. It is a failure to provide ade- 
quate resources to civilian agencies, resulting in a shift of respon- 
sibilities to defense even when it is not ready for them. 

Seventh — and this is a slightly longer one of my initial seven 
points — funding for the greatest needs is simply inadequate. I have 
traveled to some countries, such as Afghanistan, which I visited for 
the third time last spring, where there are large amounts of U.S. 
Government funding that are being spent on security for American 
or ex-patriot personnel, where the military is attempting to run de- 
velopment programs and where large infrastructure projects run by 
private contractors are taking a large profit off the top while farm- 
ing out the real work to less than reliable subcontractors. At the 
same time, I have seen other areas — such as IRC programs for the 
uprooted in the Horn of Africa — where programs are being 
downsized. 

At present, the IRC and our community are doing our utmost to 
bring to attention the ongoing humanitarian crises concerning Iraqi 
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refugees displaced in the Middle East. Administration efforts to 
date, however, have been woefully inadequate. When we point out 
the needs in all those areas, we are told nothing more can be done 
because of the budget constraints and bureaucratic hurdles. 

In my view, what is missing is leadership. The President has not 
sought enough money in his annual budgets to address these prob- 
lems. Congress, this committee in particular, to your credit, has 
tried to provide some of the money needed that the President has 
not asked for, but then in the negotiations that result, nonetheless, 
significant cuts materialize. The result is inadequate funding 
where the needs are the greatest. 

These budget cuts, or shortfalls, are further compounded by tim- 
ing problems. When decisions on the budget are delayed, the gov- 
ernment is funded, as you well know, through a series of stop-gap 
measures. This procedure harms relief operations overseas. Aid 
groups go on austerity budgets, let staff go and temporarily shut 
down programs. It is very hard to rehire after letting people go and 
to renegotiate leases after moving out. 

It is, of course, much worse for the people who need healthcare, 
clean water, latrines, shelter and programs to educate and protect 
children. For them, it means poor nutrition, lack of inoculations, 
obstetric care and premature deaths. 

The Secretary of State is traditionally the lone voice at the Cabi- 
net level and with the President for international programs. Be- 
cause the disconnect between large defense budgets and cash- 
strapped crisis prevention and response programs is now more and 
more evident, Secretary of Defense Gates, as several of us have 
noted, has recently called for increased funding for the civilian side 
of the national security budget. I applaud this far-sighted advocacy 
for a more robust nonmilitary capacity, and I thank Secretary 
Gates for his inclusive view of the ways to pursue American inter- 
ests. 

The President’s fiscal year 2009 budget will be submitted to you 
in early February. Advance word — these are admittedly only ru- 
mors — is that it will underfund U.N. Peacekeepers, including im- 
portant missions such as Congo, and not provide enough for other 
humanitarian programs. We in the NGO community are very con- 
cerned. 

To summarize this seventh point, U.S. foreign aid is reaching 
record levels, but we are facing budget cuts on the humanitarian 
accounts. The U.S. generously runs the PEPFAR program to fight 
HIV/AIDS; and a new aid agency, the Millennium Challenge Cor- 
poration, has actually been stood up and operating for a select 
group of countries. Yet one large natural disaster could wipe out 
the disaster aid for a host of trouble spots around the world, and 
camps for refugees and others who have been uprooted in Kenya 
and Ethiopia face the need and demand for drastically scaled-back 
services because of budget cuts. If development has been elevated 
to stand alongside diplomacy and defense as key parts of our na- 
tional security, why do we see such an uneven approach to these 
vital tools? 

So what can be done? Three brief proposals. 

First, face the fact that reform is imperative. Most nongovern- 
ment organizations agree that changes are needed in the way the 
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U.S. Government of foreign aid programs are structured and fund- 
ed. The next 2 years offers us the perfect opportunity to introduce 
ideas for reform, to debate them and then to move to implement 
them as part of an agenda led by the new President; and there is 
no reason this task cannot be a bipartisan undertaking. 

Second, provide increased funding for programs that work. The 
United States Government should make a greater investment in 
programs that help the poorest and most vulnerable. While some 
will question whether foreign aid can really help people, there are 
programs that make a proven difference in the lives of the poor. I 
recommend to you a greater investment in programs that provide 
clean water and sanitation, deliver primary healthcare and imple- 
ment community driven reconstruction. 

I will use community driven reconstruction as an illustration of 
how the IRC in particular works. We begin by overseeing an elec- 
tion of a local community council that identifies the highest priority 
projects for that community. We work hard to ensure diverse par- 
ticipation and also support from village leaders. In Afghanistan, 
council members include women. Resources — $200 per family, up to 
$60,000 as a maximum per village — are then provided through the 
government ministry. There is tremendous ownership of the pro- 
grams that result. 

I have admired the products of this process in Kosovo, Rwanda, 
Afghanistan and dozens of other countries: schools, health clinics, 
water systems, bridges. For the IRC, it is especially attractive, be- 
cause we can trace our support for this process from Kosovo, where 
we first developed it, to Rwanda, to Afghanistan, where Rwandans 
came to teach Afghans based on their own experience and on the 
basis of counsel of the Minister of Rural Rehabilitation and Devel- 
opment, Hanif Atmar, who had been a long-term IRC staff member 
and is now in the Karzai government after being in rural develop- 
ment, has now moved into the Ministry of Education. 

These efforts uphold the best of American transitions. They sup- 
port people who are uprooted through no fault of their own as they 
begin their lives anew. 

Two years ago, I chaired a subcommittee of the Board of Inter- 
action, the umbrella organization for 165, 170 foreign relief and 
international development programs. That subcommittee developed 
principles and recommendations for the reform of foreign aid. I will 
not impose on you a recitation of the principles, eloquent and com- 
pelling although they are. If you cannot resist, you can look in my 
written testimony and review them at your leisure. 

But I would like to end with what was also the final rec- 
ommendation of that report, a recommendation which will not sur- 
prise you because it has been anticipated by both Leo and Lael and 
was embraced by the Interaction Board as a whole. It is the rec- 
ommendation that we establish a Department of Global Develop- 
ment. All the major development programs, including USAID, the 
Millennium Challenge Corporation, PEPFAR, the technical assist- 
ance programs of the Treasury Department, and contributions to 
the International Financial Institution and U.N. Development pro- 
grams, they should all be housed together in a single agency. 

When forced to work together and report to a single chief, U.S. 
Aid experts would be better able to align aid and resources. We 
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would have a better handle on where the money is going, and look 
for and cut out redundant programs, and we could address the 
larger disconnect between the needs and the funding available to 
resource them. 

The International Rescue Committee receives significant funding 
from the Department of International Development DFID, the U.K. 
Department that has been referred to several times. In particular, 
DFID is a major funder of our programs in primary health care 
and community-driven reconstruction in the Democratic Republic of 
Congo. 

What is very impressive about this is that as a funder they are 
able to make long-term commitments based on detailed needs as- 
sessments, in this case the IRC’s series of mortality surveys. Par- 
enthetically, the fifth survey has just been released and dem- 
onstrates the health needs of the Congo continue to be dramatic 
and therefore require precisely the kind of long-term commitment 
that DFID represents. 

In addition, of course, to the crisis intervention represented by 
the role of the U.S., the U.K. and others in brokering the recently 
announced or just announced peace agreement in North Kivu, 
watching DFID in action, I have become convinced that this is the 
model that we should study for reforming the U.S. in our bureauc- 
racy so that every emergency intervention and all long-term recon- 
struction and development after the conflict are integrated, mutu- 
ally supportive and maximally effective. 

I have focused on the ways that American foreign aid can be sig- 
nificantly improved, but I would like to conclude my testimony with 
a deeply felt expression of appreciation for all that U.S. foreign aid 
accomplishes. Day in and day out, the generosity of the United 
States as embodied in the foreign aid program is saving the lives 
of thousands of innocent people throughout the world. 

Congress, the administration and indeed all Americans can take 
great pride in the assistance that the United States provides. It is 
a magnificent demonstration to the rest of the world of our best 
qualities, warmth, generosity and concern for the most vulnerable. 
Because our foreign aid program is so important both to America 
and to the people we assist, we should move expeditiously to orga- 
nize it so that it can be even more powerful and more effective as 
a force for good than it already is. Thank you very much. 

Mrs. Lowey. Thank you, Dr. Rupp. 

[The information follows:] 
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Thank you very much, Madame Chairperson, for the invitation to speak today and for holding 
this hearing on the important subject of foreign aid reform. You are a great friend of the 
International Rescue Committee and, through your work on this subcommittee, a friend of the 
uprooted everywhere. Indeed, through your engagement and actions, members of this 
subcommittee save lives and help people all around the world. 

The International Rescue Committee goes to war zones to rescue and then rebuild lives. Founded 
in 1933, the IRC is a global leader in emergency relief, rehabilitation, protection of human rights, 
post-conflict development, resettlement services and advocacy for refugees and others uprooted 
or affected by violent conflict and oppression. We bring the world's most vulnerable people 
"From Harm to Home." 

In my capacity as President of the International Rescue Committee, I have wrestled with the 
question of foreign aid reform in several different fora: 

• As a board member of Interaction, the coalition of American relief and development 
agencies; 

• As an interested partner with other leading aid agencies in our ongoing examination of 
this set of issues; 

• As a member of the Smart Power Commission recently convened by the Center for 
Strategic and International Studies (CSIS); 

Every time I have visited IRC programs overseas, I have also weighed the pros and cons of how 
foreign aid is allocated and spent. Since joining the IRC five and a half years ago, after over 30 
years as a university faculty member, dean, and president, I have visited virtually all of the thirty 
countries in which the IRC has been active, often multiple times, and I have met with thousands 
of IRC staff members and representatives from many partner organizations: foreign 
governments, UN agencies, State Department and USAID missions, other NGOs, and perhaps 
most critically our local community partners and beneficiaries. 

I will confine my remarks today to reform of US foreign aid, but we should acknowledge that 
there are other ways to help developing countries. There are many actions that the government 
and private sector can take to help fight poverty and spur economic growth overseas. These 
include reaching fair trade agreements, reducing tariffs and unfair export subsidies, greater 
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private sector philanthropy, sending Peace Corps Volunteers and encouraging foreign students to 
attend American universities. 

Before discussing ideas and options for reform, I ask that we consider what is wrong with the 
current way the US government organizes and administers our foreign aid programs: 

For starters, it is a very confusing and bureaucratic undertaking. Lael Brainard has written a 
great deal on how fragmented the current system is. I will add a bit from the perspective of an 
operational organization. The work that we do with US aid agencies is very important, yet 
trying to steer through the many agencies and offices involved to serve as a partner of the US 
government is challenging. 

Every agency has different protocols. We compete for RFPs, RFAs, IQCs, APSs - a whole 
alphabet soup of solicitations from several offices at the State Department, USAID, the 
Department of Health and Human Services, and the Department of Labor. Despite working in 
some of the most inhospitable and corrupt places on earth, we adhere to the highest standards of 
accountability and ensure US Government funds are used efficiently, effectively, and for the 
purposes they are awarded. 

Since 9/11, there has been an understandable emphasis on anti-terrorism measures. IRC takes its 
responsibilities in this regard seriously and has implemented procedures to ensure that it does 
not support terrorist activities. We did, however, join with other NGOs in protesting USAID’s 
recent proposal to compile an anti-terrorism database of files on our staff and board members. 
Keeping such files on Tom Brokaw or Tom Lantos is not a good use of our time and resources 
or USAID’s. A requirement that IRC collect data for such purposes will likely put our field staff 
at even greater risk than they currently face in volatile parts of the world. 

Post-9/1 1 anti-terrorism legislation amended the grounds for inadmissibility under our 
immigration laws. The legislation created what is generally known as the “material support” bar 
to admission and has unintentionally kept legitimate refugees from being resettled in the U.S. or 
granted asylum. The FY 2008 Omnibus Appropriations Act includes a provision that will 
remedy this problem for many vulnerable refugees - but only if the Administration acts quickly 
to implement it. I hope this committee will work to ensure that congressional intent is not 
thwarted and that the State Department and Department of Homeland Security appropriately 
interpret and apply this critical legislative remedy. 

The introduction of foreign aid reform - the “F process” - at the State Department has so far 
added to the complexity of the aid process. New procedures put in place forced USAID 
missions to review and revise their programmatic objectives and produce new operating plans in 
an unreasonably short timeframe. The result has been significant delays in the release of grant 
solicitations. 

Not surprisingly, some of our partners at USAID were demoralized by these changes because 
they view the “dual hatting” of the Administrator of USAID and the Director of Foreign 
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Assistance as equivalent to the dismantling of USAID. Many long-time USAID staff members 
now have been absorbed into the State Department. 

Certainly the reforms were rolled out in a manner that shut out any real dialogue with all of you 
on the Hill and also with NGO partners in the beginning of the reform effort. Later efforts at 
outreach really came across as too little too late. The new Director of Foreign Assistance, 
Henrietta Holesman Fore, has been reaching out but faces the massive challenges resulting from 
the ill-thought-through launch of this process. 

There continues to be a trend or preference for using for-profit contractors, rather than not-for- 
profits, even though we run much more cost-effective programs, help raise money to cover some 
of the costs of our projects, know the communities and cultures in which we work, and are 
committed to staying as long as required to do the job. 

The size of USAID’s workforce has eroded. It was downsized by 37% during the 1990s, and 
many experienced aid officers are now retiring. I am told that the current attrition rate outpaces 
new hires by 2-to-l . About half of the current USAID Foreign Service officers are new to their 
jobs. 

Stretched thin and often inexperienced, USAID staff chooses to manage a few large contracts, 
rather than a larger number of grants to non-governmental organizations. They bundle 
numerous programs into a single competitive solicitation - whether or not these pieces fit 
together. In places as disparate as Uganda and Nepal, we have seen USAID rely on contractors 
with little or no connection to the region instead of awarding grants to NGOs with extensive ties 
to local communities. 

Also of great concern to me is that the Defense Department appears to be picking up the slack by 
seeking funding from Congress to run its own parallel aid programs. These programs are not 
being proposed because it makes sense to have Defense run them. Instead, the failure to provide 
adequate resources to civilian agencies is resulting in a shift of responsibilities to Defense. 

As an American, I am bothered when the most creative thinking coming out of the 
Administration on what to do to help Africa is the decision to invest in Africom. While it makes 
sense to have a single command for this continent (instead of three separate commands), what 
does it say to African nations when a military approach is the highest profile way the United 
States chooses to engage with them? The US military is poised to take on a major new role in 
addressing the development needs of Africa. I do not believe that this is the best use of our 
armed forces. 

I have traveled to some countries - such as Afghanistan, which I visited for the third time last 
spring - where large amounts of US government funding are being spent on security of American 
or expatriate personnel, where the military is attempting to run development programs, and 
where large infrastructure projects run by private contractors are taking a large profit off the top 
while farming out the real work to less-than-reliable subcontractors. At the same time, I have 
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seen other areas - such as IRC programs for the uprooted in the hom of Africa - where programs 
are being downsized. When we point out the needs in such areas, we are told that nothing can be 
done because of budget constraints and bureaucratic hurdles. 

At present, the IRC and our community are doing the utmost to bring attention to the ongoing 
humanitarian crises concerning Iraqi refugees and displaced in the Middle East. Administration 
efforts to date, however, have been woefully inadequate. In my view, what is missing is 
leadership. 

The President has not sought enough money in his annual budgets to address these problems. 
Congress, to your credit, tries to provide some of the needed money that the President does not 
ask for, but at the same time is forced to make some cuts as part of budget negotiations with the 
White House. The result is inadequate funding. 

These budget cuts or shortfalls are compounded further by timing problems. When decisions on 
the budget are delayed, the government is funded through a series of stop-gap measures. This 
procedure harms relief operations overseas. Aid groups go on austerity budgets, let staff go, and 
temporarily shut down programs. It is very hard to re-hire after letting people go and to 
renegotiate leases after moving out. It is, of course, much worse for the people who need health 
clinics, clean water, latrines and shelter, and programs to educate and protect children. For them 
it means poor nutrition, lack of inoculations and obstetric care, and premature deaths. 

The Secretary of State is traditionally the lone voice at the Cabinet table and with the President 
for international programs. Because the disconnect between large defense budgets and cash- 
strapped crisis prevention and response programs is now more and more evident, Secretary of 
Defense Gates has recently called for increased funding for the civilian sides of the national 
security budget. I applaud this far-sighted advocacy for a more robust non-military capacity, 
and I thank Secretary Gates for his inclusive view of the ways to pursue American interests. 

The President’s FY 2009 Budget will be submitted to you in early February. Advance word - 
these are admittedly only rumors - is that it will under-fund UN peacekeeping, including in 
important missions such as Congo, and not provide enough for other humanitarian programs. 

We are very concerned. 

To summarize, US foreign aid is reaching record levels, but we are facing budget cuts to 
humanitarian accounts. The US generously runs the PEPFAR program to fight HIV/AIDS and a 
new aid agency - the Millennium Challenge Corporation - has actually been stood up and is 
operating to help a select group of countries. Yet one large natural disaster could wipe out US 
disaster aid for a host of trouble spots around the world, and camps for refugees in Kenya and 
Ethiopia need to be drastically scaled back because of budget cuts. If development has been 
elevated to stand alongside diplomacy and defense as key parts of our national security, why do 
we see such an uneven approach to these vital tools? 

Now, to turn to the most important question: What can be done? 
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First, reform. You should know that most non-governmental organizations agree changes are 
needed in the way the US government foreign aid programs are structured and funded. The next 
two years may be the perfect opportunity to introduce ideas for reform, debate them, and then 
move to implement them as part of an agenda led by a new President. And there is no reason this 
task cannot be a bipartisan undertaking. 

Second, increased funding to programs that work. 1 feel strongly that the United States 
government should make a greater investment in programs that help the poorest and most 
vulnerable. While some will question whether foreign aid can really help people, there are 
programs that make a proven difference in the lives of the poor. I recommend to you a greater 
investment in programs that provide clean water and sanitation, deliver primary healthcare, and 
implement community driven reconstruction. 

I will use community driven reconstruction as an illustration of how the IRC in particular works. 
We begin by overseeing the election of a local community council that identifies the highest 
priority projects for that community. We work hard to ensure diverse participation and also 
support from village leaders. In Afghanistan, council members include women. Resources - 
$200 per family, up to $60,000 per village - are then provided through the appropriate 
government ministry. There is tremendous ownership of the projects that result. I have admired 
the products of this process in Kosovo, Rwanda, and Afghanistan: schools, health clinics, 
bridges. In fact, I can trace the IRC’s support for this process from Kosovo, where we first 
developed it, to Rwanda, to Afghanistan, where Rwandans trained Afghans based on the counsel 
of the Minister of Rural Rehabilitation and Development, Hanif Atmar, who knew of the 
program because he had been a long-term IRC staff member before joining the Karzai 
administration (where he is now Minister of Education). 

These efforts uphold the best American traditions, traditions of charity and aid to those fleeing 
war and dictatorships and those recovering from war. They give children a chance to live, grow 
and thrive, and know their parents. They support people who are uprooted through no fault of 
their own to begin anew. 

Third, guiding principles. In my work as a member of the Interaction board, I chaired an effort 
to respond to the F reform process by introducing a set of principles and values that most aid 
agencies could endorse. We believe these principles, included in the Interaction document 
“Reform of United States Foreign Assistance” should guide any attempt at reform. 

1 . Poverty reduction must be primary object of US foreign assistance because it promotes 
stability. 

2. Achieving the long-term objectives of global prosperity and freedom depends upon 
sustainable development as a long-term process that should not be sidetracked for any 
short-term political agenda. 
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3. Cohesion and coherence, in place of current fragmentation, are necessary to achieve the 
effective use of foreign assistance resources. 

4. Building local capacity promotes country ownership and leads to self-sufficiency. 

5. Harmonize priorities among the U.S. government agencies, multilateral institutions and 
recipient governments to assure the best use of resources. 

6. Humanitarian assistance programs should continue to be a core part of foreign aid and 
be guided by the principle of impartiality to conform with international humanitarian 
law. 

7. U.S. foreign assistance programs should be under civilian control and run by 
development professionals in order to be appropriate for the public abroad. 

Fourth, a global development department. Based on these principles, the Interaction report 
advocates the eventual establishment of a cabinet-level department charged with the mandate of 
managing all US foreign aid activities. I thought then, and am even more convinced now, that all 
the major development programs, including programs of USAID, the Millennium Challenge 
Corporation, PEPFAR, the technical assistance program of the Treasury Department and 
contributions to the international financial institutions and UN development programs, should be 
housed together in a single agency. Then I would recruit and staff it with people with the right 
skills. 

When forced to work together and report to a single chief, US aid experts would be better able to 
align aid resources. We should have a better handle on where the money is going, look for and 
cut out any redundant programs, and address the large disconnects between needs and the 
funding available to address them. Those are all high priorities. 

Relief and development programs need a stronger voice at the table. You should know that many 
of our colleagues in other aid agencies and foreign policy think tanks agree with us. They see 
creation of a strong development department as the best way to achieve foreign aid reform. 
Elevating humanitarian relief and development in this way will allow this set of concerns to hold 
its own in deliberations of the relative priority of foreign assistance as compared to defense and 
diplomacy. 

The International Rescue Committee receives significant funding from the Department for 
International Development (DFID) in the United Kingdom. In particular, DFID is a major 
funder of our programs in primary health care and community driven reconstruction in the 
Democratic Republic of the Congo. What is very impressive about DFID as a funder is that they 
are able to make long term commitments based on detailed needs assessments— in this case, the 
IRC’s series of mortality surveys. (Parenthetically, our fifth survey has just been released and 
demonstrates that the health needs of Congo are enormous and require precisely the kind of long- 
term aid that DFID is providing.) 
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Watching DFID in action, I have become convinced that this is the model that we should study 
for reforming the US aid bureaucracy. We should not only model our own aid agency on DFID. 
We should partner with DFID and the aid agencies of other major donors when we develop our 
aid plans. A cabinet-level department that unifies all US aid programs will also facilitate 
working more closely with allies in the fight against poverty and war. 


* * * ******* 

I have focused on the ways that American foreign aid programs can be significantly improved. 
But I would like to conclude my testimony with a deeply felt expression of appreciation for all 
that U.S. foreign aid accomplishes. Day in and day out, the generosity of the United States as 
embodied in the foreign aid program is saving the lives of thousands of innocent people 
throughout the world. 

Congress, the administration, and indeed all Americans can take great pride in the assistance that 
United States provides. It is a magnificent demonstration to the rest of the world of our best 
qualities — warmth, generosity, and concern for the most vulnerable. 

Because our foreign aid program is so important both to America and to the people we assist, we 
should move expeditiously to organize it so that it can be even more powerful and more effective 
as a force for good than it already is. 

Thank you very much. 
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George Rupp has been president of the International Rescue Committee since July 2002. 

As the IRC’s chief executive officer, Dr. Rupp oversees the agency’s relief and rehabilitation operations in 25 
countries and its refugee resettlement and assistance programs throughout the United States. In addition, he 
leads the IRC’s advocacy efforts in Washington, Geneva, Brussels and other capitals on behalf of the world’s most 
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Before joining the IRC, Dr. Rupp was president of Columbia University. During his nine-year tenure, he focused on 
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completed both a financial restructuring of the university and a $2.84 billion fundraising campaign that achieved 
eight successive records in dollars raised. 

Prior to his time at Columbia, Dr. Rupp served as president of Rice University, where in the course of his eight 
years applications for admission almost tripled, federal research support more than doubled, and the value of the 
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Before going to Rice, Dr. Rupp was the John Lord O’Brian Professor of Divinity and dean of the Harvard Divinity 
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both Europe and Asia. He was awarded an A.B. from Princeton University in 1964, a B.D. from Yale Divinity 
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Mrs. Lowey. I want to thank the whole panel, and I will be call- 
ing on Members based on seniority of the Members that were 
present when the hearing was called. I am going to alternate be- 
tween Majority and Minority, and we are going to try to keep the 
Members to 5 minutes each per round. 

Let me begin. During my trip to Africa with the Committee this 
summer, wherever we went, everyone spoke about the need for co- 
ordination. It is clear that the United States does not implement 
its assistance programs in a coherent manner. And as has been 
mentioned, at least 20 different agencies or departments share re- 
sponsibility for foreign assistance planning and program implemen- 
tation. And what is interesting, as most of you well know, most of 
these departments and agencies are outside the jurisdiction of the 
congressional committees tasked with overseeing U.S. foreign af- 
fairs. There is no central reporting; some of the activities of the 
various agencies work at cross purposes, and all of the reports 
which you have referenced recommend streamlining and reducing 
the number of agencies, increasing coherence and coordination. 

I would like first to begin with Mr. Hindery and Dr. Brainard. 
I would like to mention a couple of points in my 5 minutes, and 
perhaps you can address them. Are you talking about folding all of 
these 20 different units into 1 agency? Are there some programs 
you believe should remain in other departments and agencies? 
Would you, for example, consider the State Department’s 
counterdrug and counterterrorism efforts to be programs that 
should be housed within the new agency? Would these remain at 
the State Department? They build roads, and undertake other de- 
velopment activities in order to support alternatives to terrorism 
and drug trafficking. With your structure, how would you rec- 
ommend these activities be coordinated? And how would you envi- 
sion coordination with the Department of State, with the Depart- 
ment of Defense, with any other programs that are not folded into 
the new agency? 

Who would like to go first? 

Mr. Hindery. Madam Chairwoman, you and I are of an age 
when Pogo, the cartoon, you know, I met the enemy, and it is me. 
I think that the point of your question is that it is not self-reform- 
ing, and I think that is a key aspect of the conclusions you draw. 
You could not ask these 50 agencies that Ms. Brainard speaks 
about to fix it. So the imperative, I think, is to go, as Dr. Rupp and 
Lael and I have, to the separate department. That is the initial 
formative step that would need to be taken. 

It is no more appropriate that the Counterterrorism Group be 
moved into that department than it is for the Counterterrorism 
Group to be charged with road building and things of that sort. 
There is no angel for the reform as it exists today, absent, in our 
opinion, the establishment of the separate department. 

Counterterrorism and drug enforcement issues should stay where 
they are today, but their mandate should be cut back. Those activi- 
ties, as Dr. Brainard just commented, that are obviously of a devel- 
opment and humanitarian assistance nature need to go into that 
activity. We are going to see some stripping for sure, but it is not 
a complete alteration of the magnitude and moment that has been 
suggested by super State. 
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The concern, I think, that the three of us have, and Dr. Brainard 
and George can speak to it better than I from their vantage point, 
the super State Department is simply a step too far. It would be 
so momentous an undertaking that the reforms, the fundamental 
reforms that are necessary, would be subsumed by infighting and 
the reformation of the oldest of our departments, and that was 
where we came a cropper. 

So I think Dr. Brainard is right: 50 drops down to 5 to 10. You 
are rigorous in how you define “charter,” but you do not bring into 
that 5 or 10 agencies or activities that do, in fact, properly belong 
in State and Defense. 

No one should be unduly critical of where State and Defense, 
Madam Chairwoman, have gotten themselves. They have fallen 
into default patterns. Someone had to do it, and it wasn’t hap- 
pening in the myriad agency approach that we observed otherwise. 

Mrs. Lowey. I will hold the next question. 

Dr. Brainard. 

Ms. Brainard. I think that if we were to get into a serious anal- 
ysis of this, you would probably go function by function and ask the 
question, is it being done well now? You know, if it is not broken, 
we should not be in the business of fixing something that is work- 
ing well. And is there a logic to it? 

Some of the things that are easiest are in the development, hu- 
manitarian and the kind of postconflict kind of very operational ci- 
vilian stuff. I think that is an easier call. What is more difficult are 
the kinds of examples that you mention. For counternarcotics, for 
instance, there is very strong economic development component 
that does naturally belong with all the other pieces because it is — 
the day-to-day operational stuff is economic development. But there 
is a security piece which one could argue should sit elsewhere. The 
same would be true of something like IMET. The same might be 
true of police training. So I think when you get into the security 
realm, and nontraditional security assistance realm, that is where 
you would need to go function by function and decide where it sits. 

The other thing that I would say, just looking at the DFID 
model, which I think is helpful, DFID doesn’t do everything. There 
are protocols in the U.K. Government where DFID might take the 
lead in an interagency and where, for instance, the Defense Min- 
istry might take the lead. And so, for instance, in hot environ- 
ments, the Defense Ministry takes the lead, and DFID goes to the 
meetings and kind of is subordinate to that interagency, but in 
postconflict environments that are well on their way to normaliza- 
tion, DFID then would take over that interagency. 

So I think you are still going to have a very important need, as 
you are pointing out, for interagency coordination. It is just hope- 
fully that it is going to be among 3 actors rather than 50 actors. 

Where should that coordination reside? Inevitably some of it will 
reside at the White House, and the White House can institute eas- 
ily a special directorate at the NSC to do that. And then beyond 
that you will have, again, a set of protocols where on certain inter- 
agency tasks State will take the lead; on certain tasks the Depart- 
ment for Global Development might take the lead. 

What I think is important is establishing rules and regularity so 
that the policy coordination happens. It is not necessarily the — the 
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key thing is not who leads that, but that there is a designated lead- 
er and a system. 

Mrs. Lowey. I appreciate your input, and if we had more time, 
I would pursue that, so I will get back to it. 

I am on the committee that funds the NIH, and we know what 
CDC is doing, and we know that they are dealing with the Global 
Fund and helped fund it, and water programs across many agen- 
cies. I think this is really difficult. And you and I know that the 
reason some other agencies have stepped in, and certainly we know 
the Defense Department is stepping in in Afghanistan in many sit- 
uations, because USAID has lost the capacity, has lost its mem- 
bers. And I was at Bagram Air Base and no names mentioned, but 
the U.S. military said: “We cannot wait for AID to build that 
school, so we are going to build that school ourselves”. Now, they 
may not have the books; they may not be able to train the teachers, 
but they are building that school. So it is which comes first in giv- 
ing AID the capacity and the trained people there, and I still think 
it is going to take a lot of effort to sort it out, because whether it 
is water, whether it is health, whether it is education it may run 
across many different purviews, and we are going to have to look 
at that carefully. 

My 5 minutes are probably up, so I am going to turn — Mr. 
Knollenberg. Mr. Wolf. 

I just want to thank you and make it very clear from my discus- 
sions with my colleagues on this subcommittee and the Defense 
subcommittee, many of us are struggling with this because we un- 
derstand the importance of your work, and the answers are not ab- 
solutely clear. 

Mr. Knollenberg. 

Mr. Knollenberg. Thank you, Madam Chairwoman, for giving 
me the pass. I am going to try to ask these questions quickly. We 
would appreciate a quick response, because 5 minutes goes in a 
hurry. 

The U.S. generally has two reasons for providing foreign assist- 
ance: number one, funding which helps us with our diplomatic and, 
of course, our political initiatives around the world; and then sec- 
ondly, for those poverty-stricken nations that abound. Did the Com- 
mission study the effects of both of those forms of aid, and what 
did you conclude with respect to the pros and cons of aid, to both 
sectors? You can be brief on that, Mrs. Bush. 

Ms. Bush. Yes. With regard to the first, political and security, we 
studied these issues in generalities, I would say, at the 20,000-foot 
level. We did not try to get into detail country by country. We gen- 
erally concluded that on security and political aid, we do very well; 
on humanitarian we do well; but on development, that is where we 
fall short. 

Mr. Knollenberg. But the point of foreign assistance is to nor- 
mally help a country develop. Take the MCC, for example, which 
is, I guess, in a box by itself, it is separate and apart. I notice that 
you mention in your comments and also in the rhetoric in your pre- 
pared statement here that the tariffs are as high in some cases, 
and, of course, other duties, as the amount of money we are putting 
there. Keep in mind, too, though, that there are other sources of 
revenue that may be coming to that country. There may be other 
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kinds of economic aid that may be coming in. Would you say that 
that is generally the case, that normally it is always the case that 
we are getting more back than we are giving them? 

Ms. Bush. We looked at several countries — in fact, I could pro- 
vide that list to you — and in general 

Mr. Knollenberg. I would like to see that list. 

Ms. Bush. Yes, absolutely. 

Mr. Knollenberg. You have it separated with the threshold 
countries and the compact countries? 

Ms. Bush. We have the compact countries. I am not sure we did 
the threshold countries. We did do the threshold countries. Yes, ab- 
solutely, we will provide it. 

Mr. Knollenberg. One of the things that bothers me a little bit 
is that if that is the case, was that the case always? In other words, 
were the tariffs there, the duties, before the MCC came along? 

Ms. Bush. I don’t know the answer to that, but we can try to get 
that answer. 

Mr. Knollenberg. That would be helpful, too, because maybe 
that is something that we could do. At the same time, though, if 
the tariffs were there before, the duties were there before, it was 
not something new. We came along and tried to do something be- 
yond that to give them some money. 

Ms. Bush. Right. 

Mr. Knollenberg. I guess maybe that is a policy that should be 
looked at very, very carefully. 

Ms. Bush. The point is they were misaligned. If we are giving 
money in at the same time we are taking back a lot in tariffs, then 
our trade and development policies are not aligned well. 

Mr. Knollenberg. In terms of money, maybe you have answered 
this, but I did not hear it. The point of foreign assistance is to help 
a country develop and graduate from foreign assistance. Would you 
say that we are reaching that goal? In other words, we don’t want 
to find them dependent upon us forever, so are you finding us ac- 
complishing that goal in terms of aid of any kind or from any size? 

Ms. Bush. Yeah. I think in recent years we are not accom- 
plishing that goal very well at all. I think we accomplished it well 
in some of the Asian countries who did receive aid, and, as you 
know, a lot of those Asian countries are going gangbusters. But for 
countries that now need development assistance, I do not think we 
are accomplishing that goal. 

Mr. Knollenberg. Madam Chairwoman, I am out of time. 

Mrs. Lowey. Are you? I think you have another 

Mr. Knollenberg. Another 30 seconds or so, all right. 

I find all your testimony was good. The only thing is I thought 
it was very, very long. I got confused a little bit along the way. But 
it seems to me that you are all dedicated to what you are doing, 
and there should be something that emanates from this. 

Somebody talked about a Cold War-era system that we are still 
using. I don’t know who that was; maybe it was in the testimony. 
Why is that? Now, that doesn’t fall on your backs, but why wasn’t 
something done — or if it was done, I am not aware of it — so as to 
change it? Because I did see this little thing in the book. If this is 
the problem, and this may be the problem, the one with all of the 
lines that you, I think, posted, that would scare the death out of 
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anybody. So we have got to do something to change this. I don’t 
want to go off half-cocked either, because I think we ought to do 
this right. And so I would suggest that while your testimony is 
something we want to study very closely ourselves, I would appre- 
ciate any information along the lines of what I am requesting 

Ms. Bush. Sure. 

Mr. Knollenberg [continuing]. Because I think that might tell 
us something that would become maybe a part or a brick in the 
mortar of this change, if it is going to occur. So I would like to have 
you follow through on that. 

Ms. Bush. Absolutely, sir. 

Mrs. Lowey. Dr. Rupp is so anxious to respond. 

Mr. Rupp. I just wanted to make one comment that is prompted 
by your remarks there. The fundamental structure of foreign as- 
sistance has not been addressed since 1960, so we are approaching 
50 years without really rethinking what we are doing. When it was 
addressed in 1960, it was a major initiative to establish USAID, 
which was to be an agency in which the foreign development assist- 
ance of the U.S. would be housed. 

As the independence of USAID has been compromised in a whole 
variety of ways, and all those lines that go through Lael’s diagram 
are an indication of how far its centrality has atrophied, we have 
wound up in a place where, to take the two purposes you men- 
tioned, the diplomatic or political and security on the one hand and 
poverty alleviation on the other — where poverty alleviation, the 
really core initial mandate of AID, has consistently been subordi- 
nated to all kinds of other purposes, certainly to short-term polit- 
ical considerations, to security considerations. And there has not 
been a kind of steady attention to the requirements, the very com- 
plicated requirements, of achieving poverty alleviation, in par- 
ticular in sub-Saharan Africa. So the challenge is to restructure our 
foreign policy, our foreign assistance apparatus so that it can once 
again focus attention on that very challenging need. 

Of course, Nita, we understand completely it is horrendously 
complex to figure out in each case what does and does not move 
into this new department, but to have a department in which it is 
very clear the mandate is to address foreign assistance and long- 
term development in countries where we are working, that will 
lead to a clarification as to what goes there and what does not. 

Right now there is no one even to raise that question, because 
what was once the relatively independent voice within AID has 
been completely integrated in various ways or unraveled in other 
ways, and new boxes have been established. The result is there is 
no “there” there anymore that really is the focus for foreign assist- 
ance. 

Mr. Knollenberg. Are we the “there”? 

Mr. Rupp. You have an absolutely crucial role to play because I 
think the timing is just right. On a bipartisan basis, the Congress 
can play a mayor role in generating momentum to move in this di- 
rection, and a new President, Republican or Democrat, will wel- 
come the opportunity to clean up what frankly is by any standards 
a mess. Again, Lael’s diagram illustrates. 

And here there is no difference on Mary Bush’s comments about 
the majority of the HELP Commission or the Smart Power Com- 
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mission which wound up calling for a Cabinet-level voice because 
they could not quite bring themselves to department. But there 
was no disagreement the status quo was simply untenable, and you 
need to drive getting it reformed. 

Mrs. Lowey. Thank you, Dr. Rupp. 

Before I turn to my colleague Ms. McCollum, I just wanted to fol- 
low up on two points. Number one, the coordination may be a mess, 
we may not be doing oversight, but there is still, and I am sure 
you would agree, really incredibly important work being done in 
the field by AID and other groups. No matter where we go, I con- 
tinue to be impressed with the commitment and that hard work 
that our people are doing from AID. 

Now, they could use triple the funds, which takes me back. I 
think — I forget who — Mr. Hindery mentioned Afghanistan, I think, 
or somebody did before. And I remember my conversations with 
Ambassador Neuman, and he talked about the good old days when 
they had much more staff, much more resources, so they did not 
have to depend on contracting. They had the capacity. And so a lot 
of the criticism that we saw in the field was that the Defense budg- 
et is so huge, they could move quickly, but I believe that resources 
that AID has — with the resources they are very professional and 
doing the best job they can, but the resources have been cut back, 
and that is usually the reason that Defense will move ahead is be- 
cause they have those resources. 

We all can go on and talk for an hour, and I want to turn to Ms. 
McCollum, but for the record I think that has to be made. In fact, 
in Africa, when we talked about many of the nonprofits, in addition 
to the lack of coordination, they felt they had to report to their 
master, the person who funded him. They did not have time to co- 
ordinate with the 20 or 30 groups that are currently operating in 
Ghana, Uganda — you saw this — they were doing their thing. 

So I better stop and turn to Ms. McCollum. 

Mr. Rupp. A very smart member of the Smart Power Commis- 
sion. 

Ms. McCollum. Thank you, and thank you, Chairwoman Lowey. 

Modernizing America’s engagement with the developing world as 
an investor, a donor, a partner in providing development assist- 
ance, humanitarian aid, capacity building, and hope for the world’s 
poor is vital for America’s role in the world. Chairwoman Lowey, 
thank you for holding this important hearing. The timing of this 
hearing is absolutely right. Modernizing the development assist- 
ance and improving coordination of foreign assistance across dozens 
of Federal departments and agencies must be a top priority both 
for the Congress and the next President. 

As Mr. Rupp pointed out, I did have the privilege of serving on 
the Smart Power Commission, and I strongly support the Commis- 
sion’s recommendation. We need to be smart and use our Nation’s 
great military, political and economic power wisely. This means our 
development investments need to be focused, effective and yield 
real outcomes in the lives of the people who need our help around 
the world. We need development to be an equal partner with de- 
fense and diplomacy. 

The National Security Strategy put forward by the Bush admin- 
istration in 2002 and 2006 is based on defense, diplomacy and de- 



106 


velopment, as the first speakers have pointed out. Today it is clear 
that development, both strategically and structurally, is not an 
equal partner, but all too often an afterthought or secondary con- 
cern. There is an ever-growing number of Members of Congress, in- 
cluding the members of our witnesses here today, who believe the 
U.S. needs a Cabinet-level Secretary of Development, a champion 
to advocate directly to the President for development; aid effective- 
ness; coordination across departments, agencies; and give a stra- 
tegic focus to our investments. I strongly support this idea. I 
strongly support Congress and our next President developing a 
strategy, a structure and a level of resource commitment to support 
a Cabinet-level Secretary who has the statutory authority to give 
focus and impose coordination and champion a long view of devel- 
opment. 

Foreign assistance modernization must demonstrate America’s 
commitment and ability to partner with governments, but also with 
the world’s 2 billion people struggling to escape oppression, poverty 
and disease. 

We need to make investments in development assistance that re- 
flect the challenges of the 21st century and the realities of 
globalization. We need a strategy that is rooted in innovation, co- 
ordination, and understanding of culture, customs, languages and 
the complexity of local conditions. Our failures and lessons learned 
in Iraq clearly demonstrate this. 

We need development investments in which $1 yields $2, $3, or 
$4 worth of results. Our Nation’s investments in development, de- 
mocracy, and global health, human capacity building need to take 
a view focused on a generational impact, not a quick political fix. 
We need to make a commitment to outcomes that are not only 
based on quantity, but also in real improvements in the quality of 
lives for families in the world’s poorest countries. 

And finally, we need to restore civilian expertise within our gov- 
ernment to achieve our development strategy. We need to invest in 
Americans who are willing to serve their country and the world. In 
short, we need a Cabinet-level Department of Development. 

So my question for the panel is what is the strategic value of cre- 
ating a Cabinet-level Secretary of Development and Humanitarian 
Assistance as compared to the current delivery of U.S. foreign as- 
sistance? And how would such an elevated leadership improve the 
effectiveness, coordination and focus of U.S. foreign assistance, 
both here and abroad? 

Thank you, Madam Chair. 

Mrs. Lowey. Ms. Bush and then Ms. 

Ms. Bush. Thank you, Madam Chairwoman. 

I would like to respond mainly because my Commission, our 
Commission, a majority of our Commission, and I am afraid do not 
think that a separate Cabinet-level department is the best struc- 
ture for the United States of America. DFID has been cited here, 
the United Kingdom has been cited, but we are a very different 
country from the United Kingdom. We have a very different gov- 
ernment structure. We have a very different way of relating even, 
I think, to our private sector. We have private sector actors, private 
actors that play a strong role in assistance and in development 
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around the world. We need to be positioned to take advantage of 
that. 

There is a small, very small, agency or department within the 
State Department called the Global Development Alliance. It is a 
very small program, it has a very small amount of funding, but 
they do outstanding work because their work is done by marrying 
government resources, our expertise, United States Government ex- 
pertise, with that of the private sector, and marrying the resources 
of the United States Government with that of the private sector. 

It is one of the things that makes America great, our vibrant pri- 
vate sector. We have literally exported entrepreneurship and the 
capitalist system to the rest of the world. We need to be positioned 
to take advantage of that. And we already have some things going 
within the State Department that, if expanded and if built upon, 
we think we can even do a better job of that. 

Also what we believe is that if you keep development and you 
keep foreign assistance under the purview of the State Depart- 
ment — the Secretary of State is one — is probably one of the strong- 
est Cabinet officers that there is. And I have real trouble thinking 
that a new Cabinet officer for development would have the kind of 
voice that is necessary in this government to get what is needed 
for development. 

What we really need here, what we really need, is we need the 
right kind of leadership coming from all sectors, coming from the 
White House and national security, in terms of the coordination 
and the oversight and development for all of those agencies 

Ms. McCollum. Madam Chair, I know my time is running out, 
and I would like to hear from the other panel members because I 
know the position of the HELP committee. 

Ms. Bush. Thank you very much. 

Mrs. Lowey. Let me just say this. Before I turn to Mr. Hindery, 
who wants to comment, there is going to be two votes, one begin- 
ning at 11:45, so I want to certainly make sure the Ranking Mem- 
ber gets there before. With all due respect, if we can move. Okay. 
But you do have that 30 seconds back that I just took up. 

Mr. Hindery. Congresswoman, I couldn’t disagree more with 
Chairwoman Bush. This overreliance and overfocus on philan- 
thropy is ill-placed and misplaced. Even counting our country’s 
generous philanthropy, there are 16 countries ahead of us, who, if 
they count their philanthropy, are still ahead of us. 

This premise that you can form a super State Department, on 
that premise you should give the State Department literally even 
more things to do. This activity is — if it truly is one of three pillars, 
it deserves standing unto itself. Give it an angle; give it a Cabinet- 
level angle. 

As you stepped out of the room briefly, Dr. Brainard and I com- 
mented to Chairwoman Lowey that this thing cannot self-reform, 
that the structural change — there must be a formal structural 
change, and after that reformation will occur. 

The 50 agencies are struggling for their status. They will not re- 
form themselves. And to think that you can put this into the State 
Department, it belies the whole premise. There are three pillars. 
There are not two. There is not defense and something called diplo- 
macy/development. We wanted the three Ds. We have wanted the 
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three Ds for 60 years, and it is illogical to cast it away at this point 
in time absent, as I think the three of us have argued, and perhaps 
you did in your own comments, for the stand-alone department. 
But please don’t be deluded by this philanthropy focus. The num- 
bers belie it. 

Mrs. Lowey. It looks like we are going to have to have several 
more discussions. 

Mr. Wolf. 

Mr. Wolf. Well, thank you. And I want to thank the witnesses, 
and I want to thank the Chair for having these hearings. It is very 
important. One of the reasons we did the HELP Commission, we 
had hoped it would help create a consensus or a bipartisan feeling. 

A couple of points that I wrote down as I was listening. One, I 
agree with the Chair, there are a lot of good things taking place. 
I don’t want to give the impression that nobody is doing anything 
and that everything is falling apart. 

Secondly, I think there has been too much emphasis maybe on 
moving boxes. Personnel is policy. You can have the biggest cabi- 
net, the best cabinet, the most shiny furniture, but if you have the 
wrong person there, it just does not help. So, personnel, a person 
who cares, who is really committed makes as much difference as 
where are all the boxes. 

Thirdly, this thing really cannot be partisan. I mean, the Repub- 
licans may get elected, and we may run this government for the 
next 8 years. That is shocking to some people out there, but that 
may happen. So if this thing becomes partisan, the institution that 
I work in is one of the most partisan institutions that I have ever 
seen since I served in Congress. This is my 28th year. I say that 
with my best friend, Congressman Tony Hall, being a Democratic 
member. This is a partisan place, and if this turns into a partisan 
effort, it will fail — guaranteed failure. It will not happen. 

Thirdly, I worry about China. Look everywhere you go, through- 
out Africa and the world, with regard to what China is doing. 

One other thing, when we talk about DFID and others, it just so 
happens, whether we like it or not, when I was in Iraq last week, 
General Petraeus says he supports more funding for foreign aid, 
more funding for diplomacy, but we are at war, and we have men 
and women who are fighting in Afghanistan, and Britain is not 
doing that much in Afghanistan. There are men and women who 
are fighting in Iraq. We now have about 180,000. I think Britain 
has 5,000 mainly on the base of Basra, and I have been down to 
see. So we are doing things in this world that other nations are not 
doing, and some may not like us to do it, but we are in the process 
of doing it. And frankly, I say to some of these people who criticize 
us around the world, if it were not for the American military, if it 
were not for our government, this would be a much more dan- 
gerous world, much more dangerous world. 

Also, when we look at reform, I was disappointed that Sachs 
didn’t sign this. Sachs has been connected to the U.N., one of the 
most corrupt organizations we have seen. Now look at some of the 
IG stuff being done, the Oil-for-Food program, the sexual predators 
of the Congolese of the U.N. Peacekeepers and things like that. 
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So be careful. Overall I say we do need to change some things, 
and I would hope that the HELP Commission could really have 
done it. We really have to come together in a bipartisan way. 

Lastly, I think all of us, and I put myself as a Republican out 
there with anybody else, I want to make sure we come together. 
Whoever is our President, God bless them, we should come to- 
gether with them and try to change this. I had hoped that with the 
HELP Commission, it would lay the groundwork with the intensive 
hearings on foreign aid, bring in all the past Secretaries of State, 
bring in all the past heads of AID, Natzios, and then come down. 
But lastly, this committee will not be the committee to do it. I wish 
it were. It will be the International Relations Committee unless 
some change happens. 

But I think it is important for us all to get together, and I would 
challenge everybody out there on both sides. Once each party — and 
they are all good people — once each party nominates someone, I 
would urge that there be a bipartisan group, Republicans and 
Democrats, who go in and lay out where we are and how important 
this is so that whoever is elected, God bless them, will know that 
this is important. This will be debated during the Presidential cam- 
paigns. 

I mean, some of the stupid questions at the debates. Why doesn’t 
somebody ask this question? Why don’t you have your friends who 
know Wolf Blitzer have him ask something about this. Some of the 
questions have been sort of dumb. 

But we can come together and make sure we all go in and meet 
with both sides so that we do the very best to make sure that we 
are helping the poor and the hungry, but also do it in a way that 
helps strengthen our country, because we are coming into some 
very dangerous and tough times. 

I will read all of the testimony. And I wanted to thank the Chair 
for having this hearing. This is really the first hearing on this issue 
of how do we reform and what do we do to make sure that we do 
what this country can do and must do. So thank you for your testi- 
mony, and I yield back to the Chair. 

Mrs. Lowey. Ms. Lee. 

Ms. Lee. Thank you very much. I also want to thank our panel- 
ists for being here today. And I associate myself with the remarks 
of almost every Member here today. 

I want to focus on a couple of things in my comments. One is I 
am concerned increasingly about the militarization of our foreign 
policy. And it is very clear, and we have had discussions with the 
Chair and members of this committee, AFRICOM, for example, the 
African Command, that to me is very glaring as an example of 
what could be for me and for many a big problem with regard to 
now looking at countries in Africa and the African continent as a 
possible pawn in the global war on terror as we did during the Cold 
War. 

So I would like to see if the Commission looked at AFRICOM, 
the African Command, and how you see that emerging, and is that 
something that you think that the military should continue with, 
or should this be more of the purview of our foreign assistance? 

The second part of my question has do with the public-private 
partnerships that you looked at in your report complements 
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USAID’s efforts in microfinance and recommends a public-private 
partnership to support small and medium-size enterprises. One of 
the issues — and again, and I want to thank the Chair for being 
open to these concerns that some of us have — is the involvement 
of the United States minority-owned businesses in USAID projects 
abroad. As a former business owner, I know how tough that nut 
is to crack. It is very difficult, and what better way to promote the 
diversity of America. 

We have very competent minority-owned firms in our own coun- 
try, but there are extreme barriers to their participation in USAID, 
and I am wondering if the Commission looked at that and at the 
type of contracts and contractors that we utilize in our foreign as- 
sistance efforts. 

Thank you. 

Ms. Bush. Yes. Thank you. If I may respond. And before I do, 
if I could just make one response to Congressman Wolfs comments. 

I fully agree with your comments about partisanship and about 
too much emphasis on moving the boxes. I was very proud that this 
Commission for many, many months was very nonpartisan in its 
work. When we had one issue, and that of structure, that we did 
not come to an agreement on, that is the issue that is grabbed 
upon by the press, and it is grabbed upon by many people to show 
divergence. And I fully agree that we need to go back to that bipar- 
tisan spirit that we had in order to push these things forward, be- 
cause 90 or 95 percent of what is in this report, we have una- 
nimity, we agree, and we agree that we need to help people who 
are living in poverty and help people move up the development 
scale. 

So I really wanted to say that and take the emphasis off what 
the structure is. It is not that important. It is leadership. 

Thank you, Congressman Wolf. 

Now, on AFRICOM, one of the things that I said early on, and 
I am not sure whether you were here or not, Congresswoman, is 
that one of the ways that we would like to address getting more — 
that we would like to have considered for addressing getting more 
resources into our civilian foreign affairs, into USAID and to the 
State Department is to consider the budgets together, civilian for- 
eign affairs and defense. We need to allocate more to civilian for- 
eign affairs. AFRICOM might need to be there for security reasons. 
I cannot comment on that. I have to respect Secretary Gates and 
the powers that be on that kind of decision. But, yes, they are per- 
forming duties that should be undertaken by USAID and by the 
State Department, and it is simply because civilian foreign affairs 
does not have the resources. 

If we look at those budgets together and allocate a larger per- 
centage to civilian foreign affairs, then we will do more to prevent 
the need for intervention by our military, either for aid activities 
or for defense activities. That is number one. 

On public-private partnerships, hugely 

Ms. Lee. Can I just go back to that, because I heard you earlier, 
and that is exactly what I think needs to happen also. But we are 
moving pretty quickly on AFRICOM, so I am wondering specifically 
for AFRICOM, how do you see this emerging now within the con- 
text of your recommendations? 
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Ms. Bush. Well, my apologies, but I just cannot comment further 
on AFRICOM. What we know, because some of our Commissioners 
travel there, is that the military is building schools, and they are 
digging wells, and they are trying to put infrastructure together. 
The aid people are going to the AFRICOM people saying, will you 
help us with these kinds of things, because civilian foreign affairs, 
the aid department, does not have the resources that they need. So 
the Defense Department is stepping into the vacuum. 

We do not feel that this is the right thing for our country. Our 
aid establishment, our civilian foreign affairs need the resources to 
be able do what they need to do. 

I hope that satisfies that. 

Ms. Lee. And with regard to 

Ms. Bush. The public-private partnerships and small and me- 
dium-size enterprises are extremely important. This is an under- 
capitalized area around the world. There is a huge potential. We 
had a special study done by our staff and some outsiders on the 
potential for growth and development if we can help get small and 
medium-size enterprises going more around the world. They need 
not only the funding, but they also need the technical skills, and 
business skills, and managerial skills, and that is one of the rea- 
sons that we need to do things in conjunction with our private sec- 
tor. There is so much 

Ms. Lee. Sure, no, I understand that. I am asking specifically 
with regard to the utilization of minority-owned firms in our own 
country. 

Ms. Bush. I am coming to that, I am coming to that. There is 
a chapter as well as an appendix in the back of our report about 
the huge problems in our contracting processes at USAID. We do 
not have the people with the right skills to do the contracting. We 
are doing huge amounts of contracting, which therefore means it 
costs a lot more than if we had direct hires, and we are doing it 
in huge contracts. I forget what they are called; one of my staff 
could tell me. 

But what happens is when you do these huge contracts, the 
smaller companies, and those are typically — some of them are 
women and minority-owned businesses — just do not have the 
wherewithal to bid on these 500 million or billion-dollar contracts, 
so they are getting left out. But we have very specific proposals as 
to how that whole process should be reformed in order to include 
minorities and small businesses of any kind. It is something that, 
in our view, absolutely has to happen. 

Ms. Lee. Thank you. 

Could Mr. Rupp respond. 

Mr. Rupp. I would like to comment briefly on AFRICOM. I co- 
chair a working group in interaction on civilian-military relations, 
and we have worked now for 2 years and have developed a set of 
principles for the coordination of military and civilian relations 
that has been accepted, signed off on by the Department of Defense 
as well as by the aid agencies, and I think it really has moved a 
long way. 

I agree completely with Mary Bush that AFRICOM is a huge 
challenge, and this has nothing to do with the motivation of the 
leadership of AFRICOM. We have met with General Kip Ward. I 
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think his motivations are exactly right. He cares a lot about really 
improving the situation of people in places where the military is 
engaged, but the fact is as long as the funding imbalance is as 
strong and as powerful as it is, just as Mary said, whatever the in- 
tention, if the money comes through DOD or if that is where the 
money is, then it automatically subordinates the work of civilian 
agencies in a way in many parts of the world that increases the 
security risks for those civilian agencies. 

The only answer to that is both structural, namely AFRICOM is 
not a good idea. I would state that flatly, and I would be happy to 
give lots of reasons. But beyond structure, what is crucial is that 
the resources are being provided on the civilian side. And I agree 
completely, Representative Wolf, this is a bipartisan concern; this 
is not Democrat versus Republican. It is really critical that we get 
the balance right, and I think it is an area in which there can be 
widespread bipartisan agreement. 

Thank you for your question. 

Mrs. Lowey. Before I turn it over to Mr. Wolf, I just want to say, 
Dr. Rupp, that there is such intense interest on this issue, the role 
of the military with foreign aid, that Ike Skelton has a point, and 
I believe it is Jim Cooper and Susan Davis who are working on 
this. They asked us to be part of their working group. But there 
are many people in the Congress who are looking at the appro- 
priate balance and how we work together. It will be done in a bi- 
partisan way. 

We are going to have a hearing on this issue. 

Mr. Wolf. 

Mr. Wolf. I thank Madam Chair. 

The sooner this can be done, the better, because I want to read 
a letter that I received yesterday from David Walker, the Comp- 
troller of the GAO, the Government Accounting Office, about the 
changes that are coming in this country with regard to spending 
priorities, and if there is such a rush and this thing is not dealt 
with quickly, this thing will be forgotten. He says, approximately 
3 years ago, Standard & Poor’s issued a publication stating that, 
absent policy changes, the U.S. Government’s debt-to-GDP ratio is 
on track to mirror ratios associated with speculative-grade 
sovereigns. Within the last month, Moody’s Investor Service issued 
its annual report on the United States. In that report they noted 
their concerns that, absent Medicare and Social Security reforms, 
the long-term fiscal health of the United States and our current tri- 
ple A bond rating were at risk. Those not-too-veiled comments 
served to note the significant longer-term interest rate risk that we 
face absent meaningful action of our longer-range challenge as 
well. Higher, longer-range interest costs would only serve to com- 
plicate our fiscal, economic and other challenges. 

He ends by saying, Absent meaningful budget entitlement spend- 
ing and tax reform, this imbalance, which is driven primarily by 
rising health care costs and known demographic trends, will result 
in the tsunami of spending and debt levels that could swamp our 
ship of state. 

The article that I saw yesterday in the Financial Times predicts 
that in 10 years, Moody’s will downgrade our triple A bond rating 
to junk bonds. If that happens, and you are trying to reorganize 



113 


and get support for foreign aid, it will be more difficult than ever 
before. So this thing ought to be locked in very, very early in the 
next President’s term. 

Thank you, Madam Chair. 

Mrs. Lowey. Thank you very much. 

Since the bells didn’t go off, I am going to take the liberty of pro- 
ceeding with some questions, if you can remain with us. I wanted 
to go back to Ms. Bush. The HELP Commission report includes 
multiple recommendations related to budgeting and strategic plan- 
ning. But I want to ask you and pursue your recommendation for 
the development of the unified national security budget. That 
would include funding for assistance programs implemented by the 
Defense Department and civilian agencies. 

I wonder, maybe you can comment, would it be easier to increase 
and protect resources for foreign aid if they were somehow linked 
to the defense budget? On the other hand, would the ever-exploding 
defense budget eat up the aid dollars? 

Why do you believe it is important to link our development agen- 
da with our defense agenda this way? And are you concerned that 
the approach will further militarize and politicize the development 
agenda and strategy? And is it possible that it would make it easi- 
er to shift funds away from development priorities to defense prior- 
ities? I would like to hear from all of you, whoever else would like 
to comment. 

I want to make it clear that I think we all believe that it is es- 
sential that we look at the coordination between the Defense De- 
partment and USAID and the State Department and how we inter- 
act, but the unified budget is a question that I have real concerns 
about. 

Ms. Bush. Thank you, Chairwoman Lowey, and I can understand 
your concern. We were struggling to come up with something 
thoughtful and something that could possibly make sense as a way 
to getting more money to civilian foreign affairs. I realize, as your 
questions point out, that there are risks to it, risks that maybe 
more would go to Defense. 

Now, if we had Secretary Gates in place as he is, who is saying 
that we need to plus up civilian foreign affairs, and if the relevant 
committees here in the Congress were to listen to his advice, then 
I suspect that maybe more would go to civilian foreign affairs. But 
Secretary Gates might not be in place. People in this Congress 
might change. So it might not be the best way to look at it. 

It was one possibility as we struggled to try to call to everybody’s 
attention the fact that the Defense Department is doing a lot more 
in the aid area and the fact that we need more for prevention of 
problems. Our way might not be the best, so forgive us on that. 

But what I also wanted to say is that we now have on our Web 
site an outline for the rewriting of the Foreign Assistance Act. We 
didn’t go as far as trying to rewrite, we couldn’t do that, but we 
have that outline. And we think that if that outline could form the 
basis of discussions among Congress people, as well as the execu- 
tive and legislative branches, then that might be another way of 
getting at that issue as to how much we spend on civilian foreign 
affairs as opposed to defense. 
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Mr. Hindery. Madam Chair, I think the more important rec- 
ommendation was that this activity adopt a form of budgeting that 
is more mirrored to that of defense, something called, in an acro- 
nym, PPBES. The problem is that we have long-date agendas with 
short-date budgeting. And the premise of the report and the sem- 
inal recommendation was that the budgeting process be mirrored 
more like that of defense. 

The concept of unitary is simply, to acknowledge Congresswoman 
McCollum’s comment, three pillars. You have got your three de- 
partments. It is imperative that they have mirrored budgeting 
processes so that, as Dr. Brainard commented, that ratio of what 
is properly apportioned — and that’s for others to decide — you can 
make those determinations. You simply cannot physically do it 
now. You are comparing, as Congressman Wolf knows as well, ap- 
ples and oranges. One accounts one way, one accounts the other. 
So it is not an overemphasis on the unitary system as much as it 
is an emphasis on reforming the actual budget process. 

Ms. Brainard. I do think that often the perception when people 
talk about unified budgeting is that we are either looking for ways 
to go into the 050 account to find foreign aid or the reverse, and 
I think there is a bit of a danger. I think what is more important 
is to establish a very strong case, bipartisan strong case, for fully 
funding capacity on both sides of the budget, and so it is both on 
the 050 and on the 150. 

I think, going back to Congresswoman Lee’s point about 
AFRICOM, here we are at a point where Africa is growing faster 
than it has in decades. We have this huge opportunity. Everybody 
is worried that in Africa the dominant face on development is going 
to be China. Well, this is not a moment where, just because of the 
way our resources work, we want our face in Africa to be a military 
face. 

And so I do think that these things are very related; that unless 
we can resource the capacity on a civilian side and put that face 
in the field that we want Africans to see, we are not only going to 
lose the sort of soft power race vis-a-vis China, but we are going 
to be sending a very strange message in Africa that we see our pre- 
dominant interest there in military terms. 

Mrs. Lowey. Did you have any comment? 

Mr. Rupp. I agree with that completely. 

Ms. Bush. If I might just add one quick sentence. My staff has 
passed me a note, back to that national security budget, the intent 
was — and this might make it clearer — was to illuminate the imbal- 
ance, to illuminate the imbalance, and to think about should we 
not be spending more, say 10 percent, of our total national security 
on prevention and civilian foreign affairs. 

Mrs. Lowey. Well, let me just say in closing I think all of us on 
this panel would support that recommendation, and I know there 
is going to be a lot of debate about the structure, but we all agree 
that we have to take a greater role and invest more and increase 
our budget for the important role of foreign assistance. Whether 
USAID is part of the State Department; whether it is part of a sep- 
arate agency or a Cabinet department, there are concerns about 
separating development from foreign policy. 
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This has been a really important hearing. We appreciate your 
taking the time. We appreciate your input. And I can assure you 
that we will be following up not just with our hearing, but with our 
conversations from those who passionately feel one way or the 
other. 

So I want to thank you very much and thank the members of the 
committee, and the meeting is adjourned. Thank you. 
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Questions for the Record Submitted by 
Chairwoman Nita Lowey 
House Committee on Appropriations 
Subcommittee on State and Foreign Operations 
January 23, 2008 

Responses of Dr. Lael Brainard, Vice President and Director and Bernard L. 
Schwartz Chair, Brookings Global Economy and Development: 

1 . ' Donor coordination is important at both the macro and the micro level What are 

some mechanisms that can be employed at a micro level to ensure that daily 
donor coordination happens? Are there instances you can point to where you feel 
coordination is maximized, and if so, are there any best practices to share? 

Donor coordination is recognized as one of the most important principles for increasing 
aid effectiveness. Unfortunately, our fragmented aid infrastructure generates confusion 
as to which U.S. official or agency speaks for the U.S. government in the field on issues 
that often cut across U.S. agency responsibilities. That is why the U.S. government 
should resolve our interagency inconsistencies internally rather than leaving it to other 
donors and recipient nations to navigate the complex maze of differing points of contact, 
program criteria, and reporting requirements associated with the different assistance 
offices and agencies across the U.S. government. Through macro-level reforms, such as 
having an overarching organizational structure that enables us to speak with a single 
voice, we can contribute immensely to improved donor coordination and aid 
effectiveness at the micro level. Only when the U.S. government presents itself as a 
single coordinated donor can the U.S. engage effectively with other donors. 

The findings of the Task Force for Transforming Foreign Assistance for the 21 s ' Century 
suggest that disaster response might offer some useful lessons on effective coordination. 
Perhaps because donor coordination is visibly elevated as a salient need in the context of 
emergencies in which organizations and individuals who may not frequently work 
together must communicate regularly and quickly, disaster response best practices call for 
the establishment of near-real time donor coordination systems using technological 
networks to assist with shared information and situational awareness. Development 
programming and crisis response are most effective when donors establish and rely on 
institutionalized systems of information sharing in addition to personal networks well in 
advance of disasters. Challenges such as cost-sharing, standardization of information to 
be shared, and sufficient time and focus to establish such systems are not insignificant, 
but they are well worth the effort. 
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2. Can you provide additional information about how the country operating plan 
estimates and goals would be developed? What lessons can be learned from the 
current F process in terms of country operating plan development? Who do you 
believe should be responsible for leading the country planning process and 
should other agencies and departments be required to ensure that their assistance 
programs were relevant to the plans outlined by the country teams? 

The chief lesson to be learned from State/F’s development of a country operating plan 
system includes the critical value of field-led planning for specific country contexts 
within an overarching framework of priorities. The country planning process should be 
led by the country team in close consultation with the recipient government or 
community organizations, depending on the circumstances, with input from the various 
U.S. government organizations that manage relevant assistance programs and the relevant 
cross-cutting technical expertise. 

The planning system for country operations developed through the F process met with 
criticism in large part because of the top-down way it was developed, the hasty way it 
was introduced, and the fact that it placed significant information requirements on the 
field but established too much decision-making emphasis in Washington. As a result, the 
country operating planning system lacked buy-in from key stakeholders in the field, the 
broader development community, and Congress while imposing burdensome paperwork 
from country teams that lacked significant and necessary input into the budget 
formulation and allocation process. Additionally, these changes took place in a context 
that lacked a coherent and overarching strategy for our global development efforts. 
Technical setbacks with the software used to collect and organize country operational 
planning information compounded the difficulties. 

On the other hand, there is great value in tracking resources against objectives by 
country, and State/F deserves credit for progress in developing a consistent system for 
categorizing and tracking resources for programmatic activities from a number of 
different foreign assistance budget accounts. In recent years, strategic, development, and 
humanitarian funds have been intermingled, with individual projects often in receipt of 
money from several types of accounts. This process was further complicated because the 
State Department and USAID budget offices tracked funding with two different systems 
that could not easily be cross-referenced. The Office of the Director of Foreign 
Assistance was created in part to streamline this process within the confines of the current 
budget accounts. One result is an information management system with a standardized 
lexicon. The new reforms incorporate a computerized accounting system that includes 
funding levels, objectives, indicators, and outputs, albeit for State and USAID only. This 
facilitates a basic set of management tools and enables successful queries regarding 
funding levels by year across regions, countries, program objectives and program 
elements. As was noted by the Task Force for Transforming Foreign Assistance in the 
21 s ' Century, it was astonishing that such a system did not exist earlier. 
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3, Is there a development strategic planning process in place? Should this be 

instituted? Can it be put in place without the establishment of a new Cabinet- 
level agency? What would you recommend be done in terms of inter-agency joint 
strategic planning if a new Cabinet-level agency is not formed? 

The increased fragmentation of our government’s global development efforts in recent 
years has highlighted the need for overarching strategic planning. The reforms initiated 
as part of Secretary Rice’s “transformational diplomacy” campaign unfortunately focused 
a great deal on bookkeeping and budgetary planning and not enough on an overall 
strategy that could ensure greater policy coherence and reorient our global development 
efforts to better meet the challenges of the 21 st century. In the process, even at the 
country level, strategic plans were put on hold as State/F stood up an initially 
burdensome system of operational budgetary planning. Additionally, planning processes 
that do exist for the Millennium Challenge Corporation or the President’s Emergency 
Plan for Aids Relief, for example, are disconnected from those established under the 
Director of U.S. Foreign Assistance. Until very recently, the White House had not even 
set up an interagency policy coordination committee for development. 

Given the heightened importance of development to our national security, national 
interests, and national values, the U.S. government should develop a national strategy for 
global development and the utilization of our foreign assistance and other tools to 
advance it, and a comprehensive ongoing planning process should follow from that 
strategic framework. The strategy should establish no more than five strategic aid 
priorities instead of the 50-odd objectives currently pursued by an equal number of 
organizations within the executive branch. 

As noted by the report of the Task Force for Transforming Foreign Assistance for the 21 st 
Century, the best way to develop and effectively execute a national strategy for global 
development would be the creation of a Cabinet-level voice for development, which 
would elevate development, achieve policy coherence and insure against the 
subordination of long-term investments to short-term objectives. Short of modernizing 
our foreign assistance structure, a regular strategic planning process could be 
implemented along the lines of the Defense QDR. However, without equal footing and 
independent standing, the institution of strategic planning for development would not be 
sufficient to withstand the subordination of development objectives to shorter term 
priorities associated with diplomacy and defense. 

Whether foreign assistance modernization results in a new Cabinet-level agency or not, 
the need for interagency joint strategic planning will remain. Whether it falls within the 
National Security Council (NSC) or is a joint function of the NSC and National 
Economic Council, a White House coordination function is necessary. 
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4. How can we account for the need for short-term evidence of impact in 

development, while still respecting the long-term nature of development? How 
can we evaluate whether our programs are making a difference? How can we be 
sure that the U.S. foreign assistance programs are targeted to those parts of the 
effort that we are best suited to address? How can we be sure that overall 
assistance programs are designed to meet the needs of the poorest of the poor? 
Should the U.S. government budget for monitoring and evaluation, particularly 
for operational research in order to improve our performance tracking system? 

Done right, rigorous measurement of impact and respecting the long-term nature of 
development should be mutually reinforcing. Since economic and political development 
are inherently complex, with a host of contributing factors, it is especially critical to 
devote adequate resources to ongoing learning through research and evaluation, and to 
actively ensure that there is a feedback loop from learning to operations. Too often, U.S. 
assistance programs have weak monitoring and evaluation systems that are focused on 
inputs rather than outcomes or impact. To do a better job of programming our assistance 
to meet the needs of the poor, our government should invest in capacity to systematically 
and objectively monitor and assess those efforts. Rigorous monitoring and evaluation 
should be built into projects from the outset, incorporating outcome indicators rather than 
falsely relying on simple input accounting and output indicators, and it should 
incorporate systematic feedback from assistance recipients. With greater focus on the 
value of monitoring and evaluation of results, randomized field trials or comparisons 
based on treatment and control groups could be introduced for a small group of projects, 
leading to greater institutional learning for development. 

Indeed, one of the 7 core principles of reform recommended by the Task Force for 
Transforming Foreign Assistance for the 21 st Century was to invest in knowledge critical to 
the mission, deepen technical expertise, and place much greater emphasis on objective evaluation of 
results. From USAID’s earliest days, scientists, engineers, and technical experts were central 
to its mission. But a recent National Academies of Sciences report highlights a significant 
loss of substantial technical expertise and the diminution of the status of such specialized 
knowledge in recent years. According to a USAID report, of 1,821 professionals at the 
agency in 2004, roughly 55 percent were working in civil society, general development, or 
other general areas. Both economic analysis and program evaluation capabilities have 
declined considerably. Moreover, USAID and MCC have inadequate capacity to support 
outside research and innovation on problems related to their mission. This deprives the U.S. 
government of the opportunity to foster ground-breaking research and to make potentially 
useful contacts with the research community in the U.S. and globally. Such networks could 
provide valuable new ideas and feedback — as they did with the pathbreaking development of 
the Green Revolution and the successful Famine Early Warning System. The paucity of 
American public support for research for development contrasts with the situation in the 
United Kingdom, where the Central Research Department of the Department for 
International Development has a growing budget for the purpose of investing in promising 
research on solutions to global poverty. 
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5. Can you provide information about how you believe country-level collaboration 

with host governments is occurring and how it should be done? How can 
country-level collaboration happen in a world where agency planning is done on 
an annual basis? How would one ensure that country-based planning is 
consistent with a U.S. government-wide development planning process? 

Our fragmented aid infrastructure generates confusion for host governments - just as it 
does for other donor countries - as to which U.S. official or agency speaks for the U.S. 
government in the field on issues that often cut across U.S. agency responsibilities. That 
is why we must resolve our interagency inconsistencies rather than leaving it to recipient 
nations to navigate our complex maze of differing points of contact, program criteria, and 
reporting requirements associated with our different assistance offices and agencies 
across the U.S. government. With a rational organizational structure that enables us to 
speak with a single voice, we can contribute to improved collaboration with host 
governments. 

Agency planning is done on an annual basis, which can prove challenging to long-term 
investments - especially if development policies are subordinated to shorter term political 
objectives. Thus, even when budgetary planning is annual, strategic planning must take 
into account a longer period of time. With both annual and strategic planning, as well as 
with mid-term adjustments and course corrections, the U.S. country team should consult 
with host governments or beneficiary organizations, depending on the context, to ensure 
stakeholder ownerships and thereby greater aid effectiveness. In well-governed countries 
with strong accountability mechanisms, for example, U.S. assistance broadly (not just 
through the Millennium Challenge Corporation) should be transparently aligned with 
national priorities. 

Plans developed by the U.S. country team should be consistent with an overarching U.S. 
development planning process that is applicable to the entirety of our development 
programs in each country. By consulting country-based planners in the development of a 
larger planning system, by monitoring their progress, and by paying close attention to the 
resulting plans they propose, consistency can be ensured across field planning. Within 
this broader context, it is critical that planning systems allow for flexibility and 
innovation in the field. 
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6. Can you explain how you think gender and women 's issues can be incorporated 
into any reform process? 

Abundant research supports a central focus on gender and women’s issues to ensure 
maximal effectiveness of our poverty reduction efforts. When development initiatives - 
such as microcredit services or livelihoods projects or conditional (on education and 
health actions) cash transfer programs - are specifically oriented toward women, they 
often prove to be more effective in benefiting poor families and communities overall 
while also improving the socio-economic status of local women. Projects that do not 
incorporate gender analysis as part of their initial and ongoing assessments often suffer as 
a result. Women’s empowerment is a vital means of countering widespread gender- 
inequality and violence against women. 

Modernization of our foreign assistance system offers a major opportunity to incorporate 
a gender perspective at the core of operations and planning along with other best 
practices across our assistance programming. On the one hand, as with other areas of 
technical development expertise, a modernized U.S. foreign assistance system could 
benefit from more trained professionals in gender and women’s issues to advise in the 
design, monitoring and evaluation of development projects. On the other hand, 
mainstreaming gender and women’s issues into improved training for a revitalized cadre 
of international development officers could also be a part of any future reform process. 
Ideally, some combination of these two approaches may work best. A modernization of 
our assistance system should also involve the inclusion of gender and women’s issues as 
a cross-cutting concern within our national strategy for global development. 

7. What would you recommend the United States do in the short term to coordinate 
global health assistance and ensure that services on the ground cover the core 
causes of death in the developing world? While you may not have focused 
exclusive on health, do you have any ideas of how to restructure USG global 
health programs? Should we continue in the “initiatives” model with clear 
targets/goals/timeline that is apparently making it easier to track performance? If 
so, what does that mean for on-going basic health programs? 

Single-purpose health funds such as PEPFAR and the President’s Malaria Initiative (or 
multilaterally, the Global Alliance for Vaccines and Immunizations and the Global Fund) 
are often characterized as vertical approaches, and these have notable advantages and 
pitfalls. Such initiatives lend themselves to results-based management because they 
articulate simple, compelling goals. These focused programs also tend to attract greater 
support from constituents and create large influxes of resources because the objectives 
are easy to understand and market. The necessary technical expertise is also well-defined 
for single goal campaigns. Strict vertical approaches, however, run the risk of 
undermining broader efforts to strengthen health systems because they can lead weak 
systems to disproportionately orient themselves toward one challenge at the expense of 
other, possibly more prevalent, public health concerns. Another concern is that their size 
and visibility leads to neglect of other priorities. In Rwanda, for example, thanks to the 
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success of the Global Fund, $48 million a year is available for HIV/ AIDS, which affects 
about 3 percent of the population age fifteen to forty-nine years, in contrast to only $1 
million for less publicly visible maternal and child health programs. 

U.S. global health assistance must achieve a balance between vertical and horizontal 
approaches because while we want focused, performance-based programs, we must not 
neglect health system capacity building and basic health programs. The capacity of a 
low-income country to benefit from scaled up single-purpose initiatives depends upon a 
functioning health system and the availability of skilled local health professionals. In a 
particular country context, the appropriate balance between horizontal and vertical 
programs could change over time as progress is made and programs are scaled up, so 
we should pursue a hybrid system that captures the best of both approaches and is 
subject to regular re-assessment in terms of the mix. 


Questions for the Record Submitted By 
Ranking Member Jerry Lewis 

Responses of Dr. Lael Brainard, Vice President and Director and Bernard L. 
Schwartz Chair, Brookings Global Economy and Development: 


8. Any plan to reinvent U.S. foreign assistance needs to make sure that the lion 's 
share of U.S. dollars actually reach their intended target, that being the world's 
poor and needy and not taken up by the administrative largess of government 
bureaucracy. Would each of the witnesses address this issue? 

The assistance dollars we spend as a country are unmatched among bilateral donors and 
yet the impact of our assistance falls short of the face value of our investments in 
development and poverty alleviation. The current debates surrounding modernization of 
U.S. foreign assistance are firmly based on a consensus view that our aid must be made 
more effective. We must restructure our foreign assistance so that the focus is on the 
quality of our aid dollars rather than just the quantity. 

The Task Force for Transforming Foreign Assistance for the 21 s1 Century noted that the 
mark of a successful reform will be a reduction in the number of players and the 
elimination of overlapping jurisdictions. Having one capable operational agency would 
not only allow greater unity of voice on development issues, but it would replace an 
incoherent and fragmented system that defies basic management principles and 
proliferates administrative costs. Fundamental modernization of U.S. foreign assistance 
should break down inefficient stovepipes and conflicting arrangements within our own 
convoluted aid bureaucracy, and it should also lead to transparent design and delivery of 
development programs that reduce bureaucratic waste in recipient countries, as well. 
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9. lam very interested in your views on the future role of the U.S. Department of 
Defense in foreign aid activities i.e. counter-narcotics, disaster response, foreign 
military exchanges etc. 

In the past few years, the Department of Defense has initiated its own reforms in light of 
our nation’s weak aid infrastructure. The most salient of these was the establishment in 
November 2005 of DOD Directive 3000.05 on “Military Support for Security, 
Stabilization, Transition, and Reconstruction Operations,” which affirmed through 
doctrine that stability operations are central to the Department’s mission alongside war- 
fighting. The Department of Defense has also significantly expanded its role as a direct 
provider of foreign assistance to bolster the capacity of weak and failing states, increasing 
its share of U.S. official development assistance by more than 15 percent between 2002 
and 2005. These activities, as well as the wide-reaching mission the Pentagon recently 
attributed to the fledgling African Command, are emblematic of a tendency for DOD to 
fill a void resulting from weaknesses in operational civilian capacity. Reliance upon this 
military-led gap-filling tendency with regard to a broad range of conflict prevention and 
stabilization interventions even in permissive environments, however, is fundamentally 
unwise. Over time, it would increasingly tax an overstretched military for roles it was 
not trained to undertake and undermine the investments necessary to build up civilian 
capacity in a self-perpetuating spiral. 

In the future, the Department of Defense should have a strong supportive role in certain 
foreign assistance activities, particularly in non-permissive environments and contexts 
suited to the specific strengths of our military, such as military training. Systematic 
strengthening of our operational civilian capabilities for foreign assistance should take 
the burden off of DOD for filling a capacity vacuum, enabling the military again to focus 
on its core capabilities and objectives. 

As an operational agency, our Department of Defense is highly attuned to the value of 
civilian counterparts implementing projects in developing countries. Secretary of 
Defense Robert Gates recently focused his attention on the lack of operational civilian 
capabilities, and called for dramatic investments to create 21 s ' century oriented 
institutions. In his words, “Indeed having robust civilian capabilities available could 
make it less likely that military force will have to be used in the first place, as local 
problems might be dealt with before they become crises.” 

10. I would like to address the regional distribution of foreign aid. How can the 
United States better distribute our foreign assistance? It seems as though we fund 
major crises and often times lose sign of entire regions that desperately need our 
help. 

The United States foreign assistance program does too often succumb to the problem of 
focusing on specific crises while entire regions (such as Latin America) fall off the radar 
screen. This has been particularly the case since U.S. policy shifted focus to terrorism 
and the wars in Afghanistan and Iraq. Our foreign assistance radar screen is overly 
determined by political considerations geared toward our short-term interests, which 
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ultimately undermines global poverty reduction and our long-term interests. A better 
balance must be found. Long term investments to reduce poverty, build capable and 
effective states and mitigate threats must be priority objectives of U.S. foreign assistance 
efforts — especially because the achievement of economic and political reform are the 
best insurance policy against conflict and other short-term emergencies. To maintain a 
process of long-term investment and to diminish the influence of short-term political 
considerations, the U.S. must elevate development’s status as a national interest priority 
while ring-fencing associated appropriations so that this set of issues is no longer at risk 
of subordination to defense and diplomacy and no longer subject to account raiding based 
on the crisis of the day. By using transparent criteria for the distribution of our 
development assistance, and making the underlying rationale available to the public, the 
U.S. can more appropriately use our development tools. 

1 1 . The Millennium Challenge Corporation (MCC) contracts with countries after 

they have reached certain benchmarks on policy indicators in a results oriented, 
transparent, fiscally responsible manner. Shouldn ’t the MCC be considered a 
model for how to conduct our U.S. foreign assistance in the future? 

Within the U.S. aid system, the Millennium Challenge Corporation (MCC) has an 
approach that most closely approximates the principle of differentiating development 
assistance according to the capacity and needs of the recipients. The MCC determines 
eligibility according to transparent measures and its approach was designed to support 
priorities determined by recipient countries. It is these qualities of transparency and 
stakeholder ownership that should shape U.S. foreign assistance in the future — a central 
recommendation of the Task Force on Transforming Foreign Assistance for the 21 st 
Century. 

To maintain a process of long-term investment in global development and poverty 
alleviation and to diminish the influence of short-term political considerations, the U.S. 
government should use measurable criteria to classify recipient countries into different 
eligibility groups and to allocate resources accordingly. The U.S. government should 
also make these decisions and their underlying rationale available to the public. This 
principle should apply across the board to development assistance, as should the principle 
of stakeholder ownership - even though doing so will require varying levels of oversight 
and implementation mechanisms depending on the governance and capacity of the 
recipient country. 

In some ways the MCC approach can serve as a model, but not in all ways. The MCC’s 
trademark provision of assistance to countries already demonstrating commitment to 
good policies and strong governance is helpful, but this aspect alone cannot serve as a 
model for conducting all U.S. foreign assistance in the future. We simply have too much 
at stake in terms of moral imperatives and advancing our national values, security and 
interests to provide assistance to the poorest and most vulnerable people only after their 
governments attain certain benchmarks. We must also help them reach those 
benchmarks. 
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Additionally, in the case of the MCC, the administration decided, after extensive internal 
deliberations, to create a new and separate institution rather than making the initiative 
part of the U.S. Agency for International Development. The rationale underlying the 
decision to create the MCC as an independent agency governed by its own board was 
based on the sense that the delivery of these new funds should be “freed from 
bureaucratic inertia, should be sufficiently independent from political interference that 
funds are invested in meritorious recipients and not on the basis of foreign policy 
considerations, and should be allowed sufficient flexibility by Congress to operate 
expeditiously.” 1 

While at the time we agreed strongly with these objectives, a group of experts and I 
concluded that “the existence of two U.S. government agencies devoted to providing 
development assistance would appear to violate all the tenets of efficient, effective 
government (and common sense).” 2 We instead recommended that the MCC be placed 
within USAID and that the overall entity be given greater independence and stature. We 
noted that the integration of MCA with USAID would reduce costs and boost 
effectiveness because it would prompt the sharing of infrastructure and professional 
expertise while also leading to greater coherence across the spectrum of development 
programming. This integrated alternative was also attractive because it would strengthen 
rather than weaken U.S. capability to speak with one voice and ensure that lessons 
learned from mainstreaming best practices into the MCC endeavor would more easily and 
directly translate to improvements at USAID. 

The concern to allocate development assistance according to clear poverty and 
development criteria independent from political interference and shorter term foreign 
policy considerations remains valid. Such concerns justify a separation from direct State 
Department control for both MCC and USAID. Also still relevant are the concerns about 
the cumbersome and outmoded operating strictures on USAID, with its excessive 
regulations and requirements, which led to an aversion to integrate new initiatives within 
an agency that would otherwise be best-suited for the job. Although such concerns are 
still relevant, they should lead to a different path. The administration avoided the 
considerable investment necessary to fundamentally reform our development assistance 
capabilities - a daunting task our government must now confront. In the short-term such 
a fragmented approach may have resulted in more rapid programmatic change, but it has 
served to further weaken our overall foreign assistance infrastructure and posture. 


1 Lael Brainard, Carol Graham, Nigel Purvis, Steve Radelet, and Gayle Smith, The Other War: 
Global Poverty and the Millennium Challenge Account, Brookings Press, 2003, p. 128. 

2 IBID. 
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Questions for the Record Submitted by 
Chairwoman Nita Lowey 
House Committee on Appropriations 
Subcommittee on State and Foreign Operations 
January 23, 2008 

Responses of Leo Hindery, Jr., Vice Chairman, HELP Commission, on 
behalf of himself and Commission Members Jeffrey D. Sachs and Gayle 
E. Smith: 

1 . Donor coordination is important at both the macro and the micro 
level. What are some mechanisms that can be employed at a micro 
level to ensure that daily donor coordination happens? Are there 
instances you can point to where you feel coordination is maximized, 
and if so, are there any best practices to share? 

The main way to coordinate among donors is through country-led efforts 
which are supported by multilateral funding. A prime example is the Global 
Fund to Fight AIDS, TB and Malaria, a highly successful global venture. In 
this case, each recipient country prepares its own plan for submission to the 
Fund. The U.S. and other donors jointly finance the Global Fund, and 
thereby pool their resources to finance each country ’s own plans. Donor 
coordination is assured, and the country plans, which must be vetted by 
independent expert panels, have proven to be very effective. Similar 
coordination could and should occur in other areas of donor support, 
including for primary education, primary health care, community 
development, infrastructure financing, disease control, and agricultural 
development and food security (the so-called “ Green Revolution in Africa ”). 

2. Can you provide additional information about how the country 
operating plan estimates and goals would be developed? What lessons 
can be learned from the current F process in terms of country 
operating plan development? Who do you believe should be 
responsible for leading the country planning process and should other 
agencies and departments be required to ensure that their assistance 
programs were relevant to the plans outlined by the country teams? 

The country planning process should be driven, to the greatest extent 
possible, by professional development experts in the field, as they are best 
equipped to judge the conditions on the ground (and the challenges and 
opportunities) and to ensure that our assistance programs are coordinated 
with host country partners and other donors. In both the field and 
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Washington, however, there is also a need for program coordination, 
including that between and among U.S. Government agencies. At present, 
however, no single authority - either agency or individual - is mandated to 
ensure that all U.S. foreign aid resources are coordinated. As such, we 
believe that after the establishment of the new, independent development 
agency headed by a Cabinet-level secretary, there should, in order to ensure 
that all-of-Government coordination is achieved, also be established a 
directorate within the Executive Office of the President to be led jointly by 
the National Security Council and the National Economic Council. 

The “F” process has made it clear that centralized program control out of 
Washington undermines both the creativity and the capabilities of our 
development personnel in the field, and that in turn categorizing countries 
offers us little. Also, because the F Bureau has no authority over the 
Millenium Challenge Corporation (MCC), PEPFAR or the Department of 
Defense ’s growing foreign aid portfolio, it has been unable to achieve the 
coordination it is mandated to pursue. 

3. Is there a development strategic planning process in place? Should 
this be instituted? Can it be put in place without the establishment of 
a new Cabinet-level agency? What would you recommend be done in 
terms of inter-agency joint strategic planning if a new Cabinet-level 
agency is not formed? 

There is no strategic planning process in place, for example regarding how 
the U.S. should contribute to the success of the Millennium Development 
Goals, or how environmental degradation and poverty are contributing to 
instability and security risks in Africa. This planning function should be 
placed within the new Cabinet-level agency. Without the new agency, the 
expertise and consistency needed for an effective U.S. effort is likely to 
continue to prove wanting, since the U.S. Government simply lacks the in- 
house expertise at this point to get the job done. The “second best’’ solution 
would be a much strengthened USAID, but given the proliferation of U.S. 
development efforts, this is very unlikely to occur or succeed. 

4. How can we account for the need for short-term evidence of impact in 
development, while still respecting the long-term nature of 
development? How can we evaluate whether our programs are 
making a difference? How can we be sure that the U.S. foreign 
assistance programs are targeted to those parts of the effort that we are 
best suited to address? How can we be sure that overall assistance 
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programs are designed to meet the needs of the poorest of the poor? 
Should the U.S. government budget for monitoring and evaluation, 
particularly for operational research in order to improve our 
performance tracking system? 

In key areas of development aid there are very likely to be certain quick 
impacts. This is true for example in the following priority areas: food 
production, agricultural diversification, children in school and completing 
primary education, disease control (AIDS treatment, malaria control, TB 
cures, and reduction/ elimination of neglected tropical diseases such as 
worm infections), access to microfinance, access to safe water, and building 
community-level development efforts. These are measurable, rapid, high- 
impact areas. They are likely to prove to be very successful not only in 
development terms, but also in foreign policy terms, as evidenced by the 
widespread success and popularity of the President’s programs on AIDS 
and malaria. 

5. Can you provide information about how you believe country-level 
collaboration with host governments is occurring and how it should be 
done? How can country-level collaboration happen in a world where 
agency planning is done on an annual basis? How would one ensure 
that country-based planning is consistent with a U.S. government- 
wide development planning process? 

Current country-level collaboration between the U.S. and low-income 
countries tends to be rather poor (or worse), mainly because aid officers 
and embassies have little funding available. The U.S. role is in turn 
marginalized except in a couple of cases (e.g., AIDS and malaria). If the 
U.S. increases its funding, ties it to international goals (especially the 
Millennium Development Goals), establishes a center of gravity in a 
Cabinet-level agency, and bolsters support for high-impact initiatives in the 
areas already described in item 4, the U.S. will once again have a 
leadership role in these crucial areas, with enormous benefit for U.S. 
security, foreign policy interests, and of course global development. 

6. Can you explain how you think gender and women’s issues can be 
incorporated into any reform process? 

Gender issues should be incorporated into strategies for ground-level 
implementation of development goals. Women should have an equal 
leadership role, for example, on community-based committees that lead 
local development efforts in rural communities and in slum areas. The U.S. 
should also champion gender equality (MDG 3) by supporting girls ’ 
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education, access to sexual and reproductive health services (including 
contraception and family planning), and national campaigns opposing 
violence against women. 

1. What would you recommend the United States do in the short term to 
coordinate global health assistance and ensure that services on the 
ground cover the core causes of death in the developing world? While 
you may not have focused exclusive on health, do you have any ideas 
of how to restructure USG global health programs? Should we 
continue in the “initiatives” model with clear targets/goals/timeline 
that is apparently making it easier to track performance? If so, what 
does that mean for on-going basic health programs? 

Most importantly, the U.S. should champion an expanded role for the Global 
Fund to Fight AIDS, TB and Malaria, and it should provide much greater 
contributions to this Fund, thereby ensuring adequate donor contributions 
and leveraging U.S. leadership. The Global Fund should open two new 
“windows "for financing (alongside those for AIDS, TB and malaria). One 
new window should fund “Health Systems, ” especially the construction of 
local dispensaries and clinics, their staffing with salaried community-health 
workers, nurses and clinical officers, and their provisioning with essential 
medicines. The second window should be for the “Control of Neglected 
Tropical Diseases, ” notably worm infections, trachoma, leprosy and other 
tropical diseases which can be controlled and in some cases even eliminated 
with current technologies. 


Questions for the Record Submitted By 
Ranking Member Jerry Lewis 

Responses of Leo Hindery, Jr., Vice Chairman, HELP Commission, on 
behalf of himself and Commission Members Jeffrey D. Sachs and Gayle 
E. Smith: 

8. Any plan to reinvent U.S. foreign assistance needs to make sure that 
the lion’s share of U.S. dollars actually reach their intended target, 
that being the world’s poor and needy and not taken up by the 
administrative largess of government bureaucracy. Would each of the 
witnesses address this issue? 

The most effective means to ensure this outcome is by supporting the direct 
delivery of commodities and other measurable services (e.g., local 
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construction of clinics and schools) aimed at high-impact development 
priorities. Support for anti-malaria bed nets and anti-AIDS medicines are 
examples which have been enormously successful in getting real results, on 
the ground, to those who need them. General budget support, turned over to 
recipient countries, is the least effective manner. The use of high-priced 
U.S. engineering firms to do local construction is also very ineffective and 
subject to enormous abuse. The U.S. can maximize its results by supporting 
multilateral funds such as the Global Fund to Fight AIDS, TB and Malaria, 
which finances the procurement of anti-malaria bed nets, medicines, AIDS 
drugs, and TB treatments, etc., with very little overhead, and performance- 
based programming. In such instance, we know exactly what each program 
should deliver, and we can audit and evaluate the results. 

9. I am very interested in your views on the future role of the U.S. 

Department of Defense in foreign aid activities i.e. counter-narcotics, 
disaster response, foreign military exchanges etc. 

The Department of Defense (DoD) has a long record of success in 
supporting humanitarian relief operations, primarily through the provision 
of logistical support and assistance in coordination. During the last several 
years, however, DoD has dramatically expanded its foreign aid portfolio, it 
has received the lion ’s share of recent increases in foreign aid, and it has 
designed its new unified command for Africa - AFRICOM- to provide and 
coordinate development assistance in Africa. 

While we appreciate that DoD ’s expanded role in development is driven by 
the Department ’s recognition of the importance of development to our 
national security and by its concern that the U.S. Government has a 
capability gap when it comes to development programming, we believe that 
development is best managed by professionals and that the capabilities 
needed must rest with a civilian agency - in our view, a new development 
agency headed by a Cabinet-level secretary. The Department of Defense is 
not a development agency, it is not staffed with development professionals, 
and it has minimal experience in program execution. 

We further believe that the substantial expansion of DoD 's role in the 
development field may in fact be counter-productive and undermining the 
national security and counter-terrorism goals that originally led to this 
expansion. The ‘ front face ” of America ’s support for economic 
development should be civilian rather than military, in order to counter the 
growing belief in many recipient countries that America ’s interests in the 
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developing world are focused mostly on terrorism and not on our 
fundamental belief in the need to reduce poverty. 

10. I would like to address the regional distribution of foreign aid. How 
can the United States better distribute our foreign assistance? It seems 
as though we fund major crises and often times lose sign of entire 
regions that desperately need our help. 

Our development assistance is presently skewed in favor of countries which 
are considered to be of “immediate ” strategic interest rather than towards 
the world’s poorest countries, which are also strategic over the long term 
and which are facing the most harrowing conditions of disease, hunger and 
deprivation. We presently provide over half of our assistance to ten 
countries - Egypt, Israel and Pakistan notably among them - and only five 
percent to the world’s ten poorest countries. Although we have seen 
substantial aid increases to and through the MCC, and welcome this new 
assistance, the MCC does not close this gap because it is very slow acting, 
quite bureaucratic in delivery, bilateral rather than coordinated with other 
donors, and project rather than program oriented, and it targets only 
countries that are performing reasonably well. The MCC makes no 
provision for poor-performing countries or for the weak and fragile states 
that are among the world's poorest. 

Rationalizing the regional allocation ofU.S. foreign assistance requires at 
least two steps. First, where and when we have an immediate and critical 
need to use assistance as a means of achieving a national security objective 
— as was the case in Pakistan just prior to the invasion of Afghanistan - we 
should rely on Economic Support Funds (ESF) rather than on development 
assistance. ESF, or security assistance, should be designated for political 
purposes; development assistance should, in turn, be designated for long- 
term development, and protected from the “ raiding ” that often occurs. This 
would not only insulate development assistance from relatively short-term 
political priorities, but would also preserve more development assistance for 
actual development. 

We should recognize as well that the general use of ESF funds in “ strategic 
countries ” often shortchanges U.S. objectives. U.S. aid to Pakistan in this 
decade, for example, much of which went through ESF, did little to support 
long-term development, and much to finance short-term military purchases. 
There was little improvement in U.S. security as a result, and Pakistan ’s 
continuing economic and developmental challenges definitely contribute to 
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the ongoing unrest and political instability in that country and within its 
region. 

Second, we can achieve greater regional rationalization by increasing, 
proportionately, the amount of assistance that is provided to the world’s 
poorest countries. This would result in a proportional increase in assistance 
to Africa. 

1 1 . The Millennium Challenge Corporation (MCC) contracts with 
countries after they have reached certain benchmarks on policy 
indicators in a results oriented, transparent, fiscally responsible 
manner. Shouldn’t the MCC be considered a model for how to 
conduct our U.S. foreign assistance in the future? 

The MCC offers one approach, but it does not provide a comprehensive 
model for a whole-of-U.S. Government development strategy. 

The MCC was designed to provide assistance only to those countries 
designated as “good performers ”, and while it can help to consolidate 
economic and political gains in developing countries that are making an 
effective forward transition, its mandate by definition excludes as many as 
50 countries considered weak and/or fragile. Accordingly, millions of 
citizens of the world who unfortunately live not only in poverty but also 
under fragile and/or authoritarian regimes, like in Zimbabwe, are excluded 
from assistance. 

Moreover, the MCC does not in practice support overall development 
strategies very effectively. It is project oriented and bilateral, and it does 
little to leverage broader development objectives. It is also cumbersome, 
slow-moving and highly bureaucratic in delivery. 

The United States needs a much bolder and faster-acting approach to 
addressing extreme poverty abroad, especially by focusing on the 
Millennium Development Goals in conjunction with other donors. The MCC 
focus is on too narrow a group of countries, too narrow a development 
agenda, and too much bilateral rather than multilateral assistance. 
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Questions for the Record Submitted by 
Chairwoman Nita Lowey 
House Committee on Appropriations 
Subcommittee on State and Foreign Operations 
January 23, 2008 


1 . Donor coordination is important at both the macro and 
the micro level. What are some mechanisms that can 
be employed at a micro level to ensure that daily 
donor coordination happens? Are there instances you 
can point to where you feel coordination is 
maximized, and if so, are there any best practices to 
share? 

IRC Answer: Donor coordination can be formal and informal “donor working groups.” 
Such coordination should be encouraged. As the US government is normally one of the 
largest donors in a given area, the US government should demonstrate leadership in this 
regard and bring EC and other European donors together. Donor coordination can be 
most effective when governments target combined diplomatic efforts towards a host 
government on a particular issue, be it policy related or advocating for administrative or 
legislative changes in respect to humanitarian assistance. For example, UN agencies, 
government representatives, and NGOs recently advocated on behalf of Iraqi children 
living in Jordan to have access to education. The government in Jordan changed its 
policy, allowing children who are not recognized as refugees to attend school. 

A useful step forward would be greater consensus between donors on support for 
technical assistance to field programs (e.g. one donor could support field implementation, 
another facilitate access to external expert technical advice and assistance) and on how 
best to fund the transition between relief and development. This transition - which has 
garnered significant attention in the past decade - is still too often subject to a “funding 
gap” which can leave many valuable interventions stranded and let down vulnerable 
populations at critical junctures (such as when communities struggle to cope with large 
numbers of newly-returned families). More attention to longer-term coordination - in 
forecasting the time and duration of post-crisis transition, establishing core priorities, and 
setting up multi-donor funding streams - pays enormous dividends in stabilizing an 
environment for good governance, better social service delivery, access to livelihoods, 
and stronger, more accountable institutions. 
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In settings of a humanitarian response, UN humanitarian Coordinators play a critical role 
in both donor and implementing partner coordination. During an emergency response, 
regular meetings are organized to coordinate UN agencies, NGOs, and other partners. 
Based on information from these meetings and assessments of the emergency, OCHA 
issues a Consolidated Appeals Approach (CAP) to the donor countries, highlighting the 
needs in various sectors. While resulting in a macro-level mechanism, the meetings and 
interactions at the micro level are essential to generate accurate, effective requests. 

Additionally, it is worth noting that in most situations, NGOs themselves operate their 
own coordination fora. These are often registered network bodies including both 
international and the larger national NGOs and closely linked to donors and donor fora. 
For example, the Bosnia-Herzegovina NGO Council at the height of operations included 
not only every significant NGO actor but also had USAID, EC, UNHCR and OSCE as 
observer members. Meetings ran monthly and were timed to coincide with donor fora 
(including the Peace Implementation Council, Stability Pact etc.) so that a collective 
NGO voice could be communicated across into those policy-setting bodies. 

Further, OCFLA often “contracts out” coordination responsibility for sector-level 
coordination - e.g. in the North Caucasus, IRC facilitated the water and sanitation inter- 
agency working group (which included UNICEF, EC, PRM etc.) 


2. Can you provide additional information about how the 
country operating plan estimates and goals would be 
developed? What lessons can be learned from the 
current F process in terms of country operating plan 
development? Who do you believe should be 
responsible for leading the country planning process 
and should other agencies and departments be required 
to ensure that their assistance programs were relevant 
to the plans outlined by the country teams? 

IRC Answer: From IRC’s perspective, it often appears that the process to develop 
country plans happens after priorities/funding levels are established in DC. Developing 
programs based on set funding levels and established results can be at times unrealistic, 
leaving the countries implementing the plans in a difficult situation. 

IRC believes that country operating plans should be developed in-country with full 
consultation across all federal agencies represented and led by USAID, which would 
have the most expertise in this area, within a wide enough time-frame to assess, consult 
with partners, and write the plans. As a part of this consultation, representatives leading 
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the process should meet with other donor agencies within the country to discuss a more 
strategic and comprehensive approach to the technical assistance provided, and to 
minimize duplication of effort. In order to be effective, there must be enough resources 
to support the process to develop the country operating plans. 

It should be noted that IRC has mixed experience of working with USAID and other 
USG agencies. Some Country Programs report that they do make an effort to involve 
partners and to get out to the field - where security allows. In other places, they are 
barred from travel to certain field sites because of security, but generally listen very 
carefully to partners. Other Country Programs see Missions that do not move outside of 
the capital and thus their vision of the issues in country can be myopic. Of course, 
experience will vary depending upon the people in charge - this is why some uniform 
guidelines, including how to solicit consultation and “ground truth” objectives, and how 
USAID Missions should develop their Operating Plans would be useful. For example, the 
World Bank has such a checklist for PRSP development which mandates extensive CSO 
involvement 


3. Is there a development strategic planning process in 
place? Should this be instituted? Can it be put in 
place without the establishment of a new Cabinet-level 
agency? What would you recommend be done in 
terms of inter-agency joint strategic planning if a new 
Cabinet-level agency is not formed? 

IRC will pass on responding to this question that really is 
more appropriate for those inside the Administration; I 
reiterate that I support a Cabinet-level agency. 

4. How can we account for the need for short-term 
evidence of impact in development, while still 
respecting the long-term nature of development? How 
can we evaluate whether our programs are making a 
difference? How can we be sure that the U.S. foreign 
assistance programs are targeted to those parts of the 
effort that we are best suited to address? How can we 
be sure that overall assistance programs are designed 
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to meet the needs of the poorest of the poor? Should 
the U.S. government budget for monitoring and 
evaluation, particularly for operational research in 
order to improve our performance tracking system? 


IRC Answer: IRC has come to recognize that the measurement question - how we 
measure the effectiveness or impact of our work - is less about timing than about 
methodology. Until very recently, the conventional definition of “program impact” 
denoted sustainable change. We could not say that a given intervention had an impact if 
its effects were not present x years after completion. 

Policy and academic discussions about how to evaluate development programs have 
changed our understanding over the last 5 to 7 years. There is now a dialogue about the 
use of more rigorous evaluation designs to build evidence of what works to accomplish a 
given development objective, regardless of whether the objective includes long-term 
sustainable change. These conversations are making their way into new policy and 
practice. They are evident in prominent conferences on evidence-based policy convened 
by the World Bank, the financial support of private and bilateral donors for new 
institutions dedicated to impact evaluation, and the growing trend among developing 
country governments and agencies such as IRC to use evaluation to increase usable 
knowledge of policy or program effectiveness. 

They have also shed light on a disconcerting, yet important recognition that there is little 
evidence of effectiveness for much development work. The 2006 report “When Will We 
Ever Learn?” (Center for Global Development, 2006) begins by noting that “after 
decades in which development agencies have disbursed billions of dollars for social 
programs, and developing country governments and nongovernmental organizations 
(NGOs) have spent hundreds of billions more, it is deeply disappointing to recognize that 
we know relatively little about the net impact of most of these social programs.” While 
we know, then, that access to quality education, healthcare and economic resources are 
positive outputs for developing and conflict-affected communities, we do not know what 
the most effectives ways are to ensure these services are provided, sustainable, and of the 
right quality and quantity to promote development, especially where government capacity 
is weak or non-existent. 

Because this is the case, accounting for any kind of development “impact” - short or long 
term - is problematic. An understanding of the lack of a solid evidence base for 
development leads logically to two investments that bilateral and multilateral agencies 
should make in currently under-resourced public goods. These include the systematic 
investment in reliable population and program monitoring data; and strategic investment 
in impact evaluation defined by current discussions on what constitutes rigorous 
methodology, rather than solely conventional evaluation standards defined by the OECD- 
DAC. 
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Motivation to track the spending of public funds during humanitarian crises, monitor 
development (exemplified by the Millennium Development Goals), and chart the cost 
effectiveness of spending billions of dollars on other global initiatives has generated 
increasing demand for quality statistics. 

Instead of addressing this demand, bilateral and multilateral agencies have mistaken form 
for substance, increasing the pressure on implementing agencies to produce up-to date, 
comparable data around lists of indicators. The emphasis on tracking “common 
indicators” contradicts the very real challenges surrounding data collection and analysis 
in countries where national statistical and census capacities are nonexistent and a good 
proportion of NGO staff is community volunteers or people with less than secondary 
education. The fact of the matter is that indicators are useless if the data to track them are 
not reliable. 

The burden of data collection and analysis falls in large part on the practitioner, as NGOs 
are frequently expected to be the frontline of data collection and analysis. NGOs collect 
reams of data without the resources to guarantee their quality and relevance. Observers 
are beginning to identify the dearth of data as a public goods problem rather than a failure 
of practitioners. Indeed, attention should be shifted away from indicators to what we need 
to do to standardize the process, capacity and resources required to create valid 
population-based and program monitoring data as soon as possible after a conflict ends 
and in every developing country where organizations work to encourage development. 

The 2010 round of censuses, which will be conducted roughly between 2010 and 
2015,providing the sampling frames for every nationally representative survey potentially 
for more than a decade, is a tremendous opportunity to focus on this issue. It is important 
that serious technical and financial resources be brought forward. 

Investing in population-based data such as this, as well as the capacity of implementing 
agencies to collect quality monitoring data would produce two important ingredients to 
the aid community’s ability to build evidence of what works to encourage development: 

(1) A starting point for basic measures of health, education, and local capacity that 
could be measured over time; 

(2) The most important bases for immediate decision-making, shared and valid data 
on those outputs we know to be related logically to positive change for 
populations in need. 

These data will not provide an accurate picture of the difference we make as a 
community of actors. The second public good in which bilateral and multilateral donors 
should invest is systematic, strategic impact evaluations using the most rigorous methods 
possible given the context and intervention. These should be organized around priority 
sectors and endurable questions, done systematically and toward the goal of creating 
cumulative, usable knowledge. 

The speed with which the Center for Global Development’s report, When Will We Ever 
Learn? Improving Lives through Impact Evaluation is indicative of a fundamental 
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realization among a small, but growing group of aid actors: that conventional aid 
evaluation is neither methodologically rigorous, resourced nor planned enough to 
produce evidence of attributable impact (i.e., did we make a difference?). It is worth 
quoting the report at length: 

“Governments and agencies regularly seek ideas and guidance to 
develop new programs or to improve existing ones, but on time 
frames and budgets that do not allow rigorous evidence to be 
developed. These institutions may do well in their normal data 
collection and evaluation tasks related to monitoring inputs, 
improving operations, and assessing performance, but largely fail 
in building knowledge, which requires studies that fall outside 
normal budget and planning cycles and for which incentives are 
sorely lacking. . . The missing puzzle piece in learning about what 
kinds of social interventions can succeed is impact evaluations, 
studies that document whether particular programs are actually 
responsible for improvements in social outcomes relative to what 
would have happened without them. An “evaluation gap” has 
emerged because governments, official donors, and other funders 
do not demand or produce enough impact evaluations and 
because those that are conducted are often methodologically 
flawed” (When will we ever learn? 2006). 

Three back-to-back events in Washington, DC recently attracted the attention of bilateral 
agencies, government ministries and private donors. December’s announcement of the 
first director for the International Initiative for Impact Evaluation (or 3IE) marked the 
launch of a new institution committed to increasing the resources available for impact 
evaluation. This was followed by a conference held by the World Bank, entitled “Making 
Smart Policy: Using Impact Evaluation for Policy Making,” attended by 50 individuals 
from bilateral agencies, and 50 from different countries around the world. Finally, the 
Network of Networks on Impact Evaluation (NONIE), whose members include bilateral 
and multilateral agencies and partner countries of the World Bank, was convened the 
same week. All three events shared a focus on rigorous impact evaluation. 

A small but growing group of aid actors understand that “real” evaluation research is 
essential if we are to truly build knowledge about the ability to “make a difference” in 
people’s lives and their socioeconomic circumstances. These evaluations take time, 
resources and partnerships that are neither conventional nor easy for the aid community. 
They require understanding and a collective investment by both donor and implementer - 
whether government, NGO or contractor - as well as a shared recognition that we all 
operate using a slim evidence base of which development interventions work, which do 
not and why. The learning that comes from a steady, long time and collective investment 
into this effort will only produce usable knowledge if these things are present. 

IRC experience with four of the most rigorous evaluation designs - using random 
assignment of beneficiaries in post conflict countries - has brought home for us just how 
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difficult it is to generate knowledge of the causal relationship between our work and the 
objectives we hope to accomplish. This experience and ongoing relationships with policy 
makers, private donors and development country governments similarly exploring the use 
of “real” impact evaluation to contribute to a more powerful knowledge base has 
confirmed that “evidence of impact” is a public good that requires collective investment. 
The route to build it is more akin to applied research than traditional monitoring and 
evaluation or performance monitoring of aid programs. It requires collaboration among 
and collective investment by public and private donors, implementing partners, 
researchers and policy makers. 

The US government should budget for monitoring and evaluation. It is important to note, 
however, that “operational research” done by practitioners is not the same as “impact 
evaluation” done by outside, usually academic evaluators and that both are not 
necessarily related to a “performance tracking system.” 

In conclusion, the US government should budget for the following separate activities: 

1 . The national capacity to produce population-based data in developing countries 
and countries recently recovering from conflict; 

2. NGO and local capacity to collect and analyze data in ways that adhere to sound 
principles of inquiry to produce consistent measures of development “outputs” ; 

3. Impact evaluation - sometimes called operational research - done by outside 
experts who partner with NGOs and developing country governments, follow 
accepted criteria for quality research and understand the context in which NGOs 
and others work; 

4. Investment into multilateral initiatives such as the International Initiative for 
Impact Evaluation (or 3IE) and other efforts to increase incentives and resources 
for strategic impact studies done across different contexts and countries. 

5. Can you provide information about how you believe 
country-level collaboration with host governments is 
occurring and how it should be done? How can 
country-level collaboration happen in a world where 
agency planning is done on an annual basis? How 
would one ensure that country-based planning is 
consistent with a U.S. government-wide development 
planning process? 

IRC Answer: In general, country level collaboration with host governments is strong. 
IRC representatives in country regularly meet with government agencies at the national, 
regional and district level to ensure that programs are coordinated and moving toward a 
common goal. A very specific example of successful country level collaboration can be 
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cited from IRC’s experience in Rwanda, working with the Ministry of Health. To assess 
community treatment of malaria and other illnesses, IRC developed a more user friendly 
format based on the government’s assessment tool. Given the success of IRC’s revised 
form, the Rwandan government recently adopted this form for country-wide use.. It is 
important to note that to have a longer-term impact, collaboration should occur at all 
levels of the government. Collaboration at the national level is essential to produce policy 
that protect and support the population. However, to ensure that policies are implemented 
and enforced, it is important to have relationships with government representatives at the 
regional and district levels, providing support to put these policies into practice. 

Collaboration with government at all levels is key to program implementation - even 
where the host government is hostile to a NGO presence (e.g. in Russia), IRC, colleague 
agencies, and donors all had to collaborate with Moscow and local authorities to 
implement programs in Chechnya. IRC’s strength lay in its relationship with Republic 
and district authorities - where people could see the direct benefit our programs 
delivered. In turn, these officials could pass messages ‘up the line’ to regional and central 
authorities that provide a good deal of cover for IRC’s work from the unwanted attentions 
of a hostile central authority. 

Another good example is Kosova - the competitive tendering process IRC employed in 
its USAID-funded community-driven reconstruction program (CASSI - Community 
Action for Social Services Initiatives) was adopted as the standard tendering process for 
all Kosovar local authorities. It was endorsed by the Association of Kosovar 
Municipalities as providing the most effective methodology for ensuring that all 
municipal procurement is protected from corruption and is opened up to all appropriate 
contractors. 

Effective collaboration is dependent on host government capacity and the political 
agenda. In fragile states government capacity can be quite weak. While NGOs and donor 
agencies work to build up the capacity of the host agencies to support their country, these 
limitations can be challenging when it comes to effective collaboration. In addition, 
effective collaboration depends on the political agenda of both the US government and 
the host country. 


6. Can you explain how you think gender and women’s 
issues can be incorporated into any reform process? 


IRC Response: As I discussed in my testimony, achieving poverty reduction and global 
prosperity through sustainable development must be the primary objective of U.S. foreign 
assistance. In my view, this goal can only be achieved if gender considerations are front 
and center in the design, planning, resourcing and implementation of programs. Seventy 
percent of the 1.3 billion people worldwide living in extreme poverty are women and 
girls. Gender discrimination is a major cause of poverty, so it is essential that women and 
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girls are fully integrated into poverty reduction strategies. It’s not just the right thing to 
do; it’s a highly effective thing to do. I know that studies show that women in poor 
countries are more likely to spend their income on food, education and healthcare for 
their children. Investing in women becomes an instant investment in their children and 
thus in their country’s future. 

In the humanitarian settings in which the International Rescue Committee operates, an 
estimated 50% of persons displaced by war are women and girls. They are especially 
vulnerable to sexual violence and exploitation. We have learned that one of the best ways 
to protect them from abuse is to ensure full access to education, skills development and 
income opportunities. This also provides displaced women and girls with the skills they 
need to better provide for their families and to help rebuild their country when peace 
returns. 

Former UN Secretary General Kofi Annan put the challenge and the opportunity 
beautifully when he said, . .study after study has taught us that there is no tool for 
development more effective than the empowerment of women. No other policy is as 
likely to raise economic productivity or to reduce infant and maternal mortality. No other 
policy is as sure to improve nutrition and promote health — including the prevention of 
HIV/AIDS. No other policy is as powerful in increasing the chances of education for the 
next generation. And I would venture that no policy is more important in preventing 
conflict or in achieving reconciliation after conflict has ended.” 

Integrating gender considerations into all aspects of our development and humanitarian 
programs means putting the long-neglected needs of women and girls at the center of our 
efforts. But it also means developing approaches and strategies that recognize that gender 
equality is not possible without the active involvement and support of men. It’s about 
creating integrated approaches that benefit all. 

Any reform of our foreign assistance must provide a structure that allows for the cross- 
sectoral integration of gender considerations at all levels — from policy development to 
program planning, design and implementation. 


7. What would you recommend the United States do in 
the short term to coordinate global health assistance 
and ensure that services on the ground cover the core 
causes of death in the developing world? While you 
may not have focused exclusive on health, do you 
have any ideas of how to restructure USG global 
health programs? Should we continue in the 
“initiatives” model with clear targets/goals/timeline 
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that is apparently making it easier to track 
performance? If so, what does that mean for on-going 
basic health programs? 


IRC Answer: There is much good in the recent initiatives, such as PEPFAR and the 
President’s Malaria Initiative. They have brought not only resources but also attention, 
energy, and a welcome new focus on concrete outputs. The multilateral approach, 
targeting many countries at once, has also brought progress, addressing global problems 
with a global approach. 

There are several more steps that the United States could take in the short term to 
improve the impact its global health assistance is having. These include: 

a. Increasing funding for the most common and deadly health conditions. 
HIV and Malaria are among these priority problems, but they are hardly 
alone. Diarrhea, pneumonia, complications of pregnancy, neonatal 
conditions, and malnutrition also kill millions yearly, yet are severely 
underfunded, both worldwide and within US Global Health Assistance. 
Even increases that are relatively modest in absolute terms could have 
tremendous impact: an extra billion promoting family planning or zinc 
therapy would have enormous and measurable impact the people of the 
United States could see, and be proud of. 

b. Create an independent monitoring unit: currently many bilateral and 
multilateral projects, including some worth tens of millions of dollars, 
have either no external evaluation requirement, or have external 
evaluations conducted by evaluators who are nominally external, but are 
hired by and well known to the implementing agencies. The rigor and 
objectivity of these evaluations often leaves much to be desired. An 
independent monitoring unit could recruit and train up a cadre of respected 
professionals, whose independence could be protected through various 
mechanisms. This unit could also oversee the auditing of public health 
data reported by projects — something that is almost never done in the 
current system. 

c. Set up a global electronic management information system to improve 
grant monitoring. Such systems are cheap relatively to the overall cost of 
US Global Health Assistance, and vastly under-used. As a result. Mission 
personnel spend vast amounts of time and money writing performance 
management plans that are often similar from one country to the next. 
These plans most often do last very long before they are re-written. As a 
result, most effort is spent deciding what should be measured, and very 
little on measuring, and acting on the information collected. A built-in 
management information system would relieve Missions and other USAID 
offices from the burden of re-creating the wheel, and facilitate objective 
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analysis and decision-making. This system could be overseen by the 
independent monitoring unit mentioned above, 

d. Changing the focus, and the selection criteria, of Request For Applications 
(RFAs) and other solicitations. RFAs are often relatively complex, asking 
organizations to devote much of their effort to put together detailed 
applications. Many of these details are in fact inappropriate for long-term 
planning, and in practice are often changed long before the mid-term 
evaluation. Because many organizations by now know what USAID is 
looking for, the selection criteria often seems arbitrary or random. In 
contrast, little time is spent in tracking data or monitoring performance. 
Performance in past grants often does not seem to have much impact on an 
organization’s new proposals. Often, the “past performance” section of 
proposals end up being a list of details, with the “achievements” listing 
anecdotes of sometimes questionable relevance or public health validity. 
Past performance, measured in an objective way against key USG-defined 
outcomes, should be the principal criterion for awarding of future grants. 


Several other, longer-term actions could have dramatic impact on the effectiveness of 
global health assistance: 

e. Restructuring foreign aid assistance: the myriad line-item programs, and 
sometimes counter-productive congressional mandates on specific issues, 
often make it more difficult to manage foreign aid programs effectively. 
We are often confronted with sub-objectives and targets which make little 
sense to us, as implementing agencies on the ground; US Government 
employees occasionally have trouble finding the rationale behind them but 
they are applied because they are mandated by Congress. While Congress 
can certainly legitimately expect to see what its investments in foreign 
assistance is yielding, those yields would probably be higher if Foreign aid 
professionals had more latitude to achieve the goals that congress sets 

f. Restructuring human resource management within USAID: at times, 
human resource management within USAID seems inconsistent, with little 
evidence that documented performance is a major criterion in retention 
and promotion decisions. The effectiveness of US global health assistance 
would likely be higher if, as occurs in the private sector, employees were 
monitored in terms of how they contributed to organizational objectives, 
and retention and promotion decisions taken accordingly. 

g. Avoiding the politicization of foreign aid: while this politicization is to 
some extent universal, and perhaps difficult to eliminate entirely, it has 
occasionally reached such an extent that it has led to decisions harmful to 
public health. Recent examples include restrictions on reproductive health 
assistance, and an emphasis on indoor residual spraying in the battle 
against malaria, despite a lack of supportive evidence. 
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Questions for the Record Submitted By 
Ranking Member Jerry Lewis 


8. Any plan to reinvent U.S. foreign assistance needs to 
make sure that the lion’s share of U.S. dollars actually 
reach their intended target, that being the world’s poor 
and needy and not taken up by the administrative 
largess of government bureaucracy. Would each of 
the witnesses address this issue? 

IRC Answer: IRC agrees that the majority of the funds should reach the intended 
populations. One approach to monitor the funds would be to rely on annual country 
audits. Another consideration could be to look at ratios of proposed spending and require 
certain standards in response to project solicitations. 


9. Iam very interested in your views on the future role of 
the U.S. Department of Defense in foreign aid 
activities i.e. counter-narcotics, disaster response, 
foreign military exchanges etc. 

IRC Answer: The International Rescue Committee is alarmed by the extent to which 
more and more foreign aid is being allocated to the Department of Defense, and the 
extent to which DOD seeks to take on relief and development activities. Training and 
outfitting of foreign militaries is part of DOD’s responsibilities. Outreach to foreign 
publics to help with their healthcare, education and economic development needs ought 
to be assigned to civilian departments and their partners. 

In the past couple of years, as much as 20% of official development assistance was spent 
by the Department of Defense. This means that US efforts to respond to crises and 
undertake relief and development efforts overseas are taking on more of a military 
character. Except when providing unique capabilities (e.g., airlift), the military should 
not be the first US government agency to respond to humanitarian crises. Leadership on 
these responsibilities should remain assigned to civilian agencies, such as USAID and the 
State Department, working with non-governmental organization (NGO) partners. 

NGOs need to stay separate from military forces in order to build up relationships of trust 
with our beneficiaries and local partners and for our own safety. This is not well 



145 


understood inside the US government; many see NGOs as a potential part of the military 
effort - what defense officials have previously called a “force multiplier.” 

We have seen in places like Iraq and Afghanistan that the military will often have 
security and political goals for their work, while the work of NGOs is focused on 
development priorities. In Afghanistan, few personnel staffing the Provincial 
Reconstruction Teams (PRTs) have the right training or background to run relief and 
development projects. 

The NGO approach emphasizes community participation, self-reliance, and 
sustainability. Costly military-run relief projects often emphasize high-profile visibility 
(roads, schools, hospitals) rather than community involvement. The military often points 
to school buildings they have rehabilitated to win “hearts and minds” and boost the 
morale of troops. True economic development and recovery requires a longer-term 
commitment to ensure that rehabilitated schools have students, trained teachers, 
thoughtful curriculums, and viable community support - all ingredients that NGOs can 
help develop. These factors cannot be achieved by military troops on a short-term 
rotation. 

There are situations where coordination and cooperation with the military is appropriate 
and even encouraged. New civilian-military (“civ-mil”) guidelines worked out between 
DOD and Interaction recognize that DOD can be involved in humanitarian work in 
“exceptional circumstances.” These circumstances include times when the presence and 
access of humanitarian agencies is lacking, the capacity of agencies is inadequate, or the 
security environment is prohibitive. We support adherence and compliance by all parties 
to the guidelines and seek to have them distributed more widely. The State Department 
recently sent them out to all posts via cable and they can be found at: 
http://www.usip.org/pubs/guidelines.html 

CSIS organized a Task Force on Nontraditional Security Assistance. The final report of 
the task force analyzes the trend of allocating foreign aid through the Defense 
Department and we commend this report to you. IRC’s Vice President in Washington, 
Anne Richard, served on the task force. (This report can be found at: 
http://www.csis.org/index.php?option=com csis pubs&task=view&id=4236 .) 


10. I would like to address the regional distribution of 
foreign aid. How can the United States better 
distribute our foreign assistance? It seems as though 
we fund major crises and often times lose sign of 
entire regions that desperately need our help. 


IRC Answer: I agree with you. The IRC’s series of mortality surveys in the Democratic 
Republic of the Congo reveal a major humanitarian crisis that has been largely ignored by 
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governments, the media and the public. In addition, in FY 2008 we are experiencing 
deep cuts to our refugee programs in the horn of Africa and along the Thailand-Burma 
border. These cuts are likely to be exacerbated by increases in food costs. At the same 
time, the public and the US government are being quite generous to IRC programs in 
Darfur. We would not argue that funds to Darfur should be cut - but we do think 
everyone would benefit if the US government took a regional approach to that crisis. We 
also encourage the media to report on more countries and crises. We can provide 
briefings on the “forgotten” situations where we work. 


1 1 . The Millennium Challenge Corporation (MCC) 
contracts with countries after they have reached 
certain benchmarks on policy indicators in a results 
oriented, transparent, fiscally responsible manner. 
Shouldn’t the MCC be considered a model for how to 
conduct our U.S. foreign assistance in the future? 


IRC Answer: The MCC model is providing aid to a number of governments that have 
undertaken serious efforts to adopt political and economic reforms and apply and qualify 
for these grants. It has opened up a new line of bilateral discussion with these 
governments about good governance and the need to invest in people. Even governments 
that do not qualify for the program may find the standards on which the program is based 
instructive. 

However, the MCC does not help many of the countries in which the IRC works - largely 
failed and fragile states. In some of the places we work, ordinary people are not well 
served by their governments or, in the case of refugee populations, fear persecution from 
their own governments and flee the country. We work closely with the State 
Department’s Bureau of Population, Refugees and Migration (PRM) and bureaus in 
USAID to ensure that these vulnerable people get help and protection. 

The MCC also does not support multilateral mechanisms. US contributions to 
multilateral efforts - such as to development banks, UN peacekeeping, the UN 
Development Programme, the UN Children’s Fund and the UN High Commissioner for 
Refugees - help to address regional and global problems, often while matching every US 
dollar contributed with three dollars from other countries. 

For these reasons, we think the MCC program has only limited applicability as a tool of 
US foreign aid. 



Tuesday, February 26, 2008. 


MILLENNIUM CHALLENGE ACCOUNT BUDGET 

WITNESS 

AMBASSADOR JOHN J. DANILOVICH, CHIEF EXECUTIVE OFFICER, 
MILLENNIUM CHALLENGE CORPORATION 

Mrs. Lowey. Good morning. It is a pleasure to be here. We are 
all in rare form, ready to begin the year, and we thank you, Am- 
bassador Danilovich, for appearing before us. I do miss your wife 
and cheering committee. There are many people who have worked 
hard with you on this program here today, so I welcome you on be- 
half of the Committee and on behalf of my Ranking Member, Mr. 
Wolf. 

We are delighted to welcome you, Mr. Ambassador, the chief ex- 
ecutive officer of the Millennium Challenge Corporation. We look 
forward to discussing the President’s Fiscal Year 2009 request for 
the Millennium Challenge Account, and I want to congratulate you 
on signing the compact with Defense. Yes, I was there, with several 
of us on the Committee not too long ago, and it did bring a great 
deal of attention as a result of the President’s visit. I think it is 
very, very important. 

The President’s budget request, $2,225 billion for the Millennium 
Challenge Corporation, is an increase of 30 percent over the Fiscal 
Year 2008 enacted level, and while this is less than the amount 
that has been requested in the past years, it is a substantial in- 
crease for a program that you and I know has been slow to imple- 
ment, and I know you have done a great deal to try and turn that 
around. But we really need to see that impact on the ground. 

It is this Committee’s responsibility to look at the 150 account 
holistically, and the President’s budget represents trade-offs and 
choices that advantage the administration’s new initiatives over 
core humanitarian and development programs, and it is left to the 
Congress to make sure that support for these essential programs 
is not undermined. 

As the MCC enters its fourth year of operation, it is an appro- 
priate time for us all to take stock of the achievements and chal- 
lenges ahead. I have always believed that the MCA holds tremen- 
dous promise and potential to bring about transformative change 
in the developing world. Indeed, since its inception, the MCC has 
signed 16 country compacts totaling $5.5 billion. Third, 15 thresh- 
old agreements totaling $324.7 million, and I see you take out your 
pen. Are those the correct numbers? 

Mr. Danilovich. They are correct. 

Mrs. Lowey. I just want to make sure. 

Mr. Danilovich. They are correct. 

( 147 ) 
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Mrs. Lowey. Okay. Through the course of today’s hearing, I hope 
to learn more about your efforts to translate the enormous poten- 
tial into measurable results on the ground. Last year, I questioned 
the slow pace of disbursements and the lack of progress on compact 
implementation. 

This summer, I saw firsthand, in Ghana and Morocco, the chal- 
lenges facing compact implementation, including establishing 
mechanisms in recipient countries to manage and disburse funds 
and coordinating the efforts of the host government with U.S. Gov- 
ernment entities and civil society. 

I am disappointed, however, that many of my questions and con- 
cerns from a year ago remain unresolved today. 

In Fiscal Years 2005 and 2006, only $61 million of the $3 billion 
worth of signed compacts has been disbursed, 26 percent of ex- 
pected disbursements. 

In Fiscal Year 2007, the MCC disbursed $137 million, more than 
twice as much as the previous year, but when this figure is com- 
pared to MCC’s own disbursement projections, you have only 
reached one-fourth of your target. This simple statistic suggests 
that progress on compacts is slowing down rather than speeding 
up. 

I hope you will explain why the MCC has not achieved these im- 
plementation targets, and I would also like to hear you assessment 
of what you will achieve in 2008 because, as we sign more 
multiyear compacts, I remain concerned that the emphasis is still 
not on implementing the compacts. I know you have tried to focus 
on it, but we still do not see that emphasis that have already been 
signed. 

What is the status of these compacts? Are any moving forward 
at the expected pace and on target to complete their planned pro- 
grams within the five-year limitation? 

In the past year, you reorganized the MCC to increase its focus 
on compact implementation and accountability, and I understand 
that the new compact implementations unit’s review of signed com- 
pacts found that external factors, such as increased construction 
costs, increased gas prices, the dollar depreciation, and inaccurate 
estimates will significantly impact the ability to fully implement 
compacts. 

For example, although one compact outlines plans to support 
three projects — building on an irrigation system, expanding signifi- 
cant infrastructure, and supporting an industrial park — the Kern 
analysis demonstrates that only two of the projects can be com- 
pleted within the five-year compact timeline. Other compacts that 
include the building of roads will also be scaled back. 

In some cases, only half of the planned roads will be completed 
within the current compact resources. I hope to explore, in the 
question-and-answer period, why these issues were not anticipated 
when negotiating the compacts, and how you are addressing these 
issues in new compacts. 

Many argue that the MCC is a new and different mechanism 
that provides predictable and targeted resources for countries that 
demonstrate good government and meet other indicators. Indeed, 
the MCC is another means of scaling up resources for a certain 
subset of countries. However, obligating billions of dollars for 
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multiyear compacts that take years to start further opens the MCC 
to criticism that you are tying up precious resources that could be 
used to meet urgent needs and support development programs that 
have more immediate impact on the ground. 

This is particularly the case in countries with both USAID, bilat- 
eral development programs, and MCC compacts. If MCC compacts 
were truly additional, one would expect that USAID programs 
would continue to fund health, education, agriculture, and other 
sectors while the MCC would address more systemic concerns 
through its multiyear compacts. However, the reality is that 
USAID, strapped for resources, is often winding down its programs 
in countries where MCC compacts assign despite the fact that their 
impact might not be felt for years. 

Unfortunately, this is the case in six MCC countries in the Fiscal 
Year 2009 budget request, including Benin, Ghana, and Armenia. 
Current program implementation data show that these programs 
are not yet demonstrating significant impact, yet these countries 
are losing health and development resources quickly, including a 
$17 million reduction in Benin, a $23 million reduction in Ghana, 
and a $35 million reduction in Armenia. I would like to discuss this 
unintended consequence of putting MCC dollars into a country. We 
will get to that in the Q&A. 

Ambassador Danilovich, I want to say, again, I appreciate your 
hard work. I appreciate your commitment. I appreciate your enthu- 
siasm. Your testimony today is important, and I look forward to 
discussing the new initiatives you are undertaking to make the 
MCC a more effective and results-oriented development agency. 
But before we move to your testimony, I would be delighted to turn 
to Mr. Wolf, the Ranking Member, for his opening statement. Mr. 
Wolf. 

Mr. Wolf. Thank you, Madam Chair. Welcome, Mr. Ambassador. 
I will just submit my statement for the record. Hopefully, though, 
in the testimony, you can elaborate a little bit more on the success 
and also the failure and how we honestly and morally judge this 
rather than just the testimony of the MCC or the administration. 

Secondly, how you relate to others, such as the World Bank and 
AID, when coming into a particular country. 

Lastly, practically speaking over the last several years, how do 
you differ, in a positive way, from just an AID program? 

If you can answer those three questions when you get into the 
testimony. Thank you, Madam Chair. I yield back. 

Mrs. Lowey. Mr. Ambassador, we look forward to hearing your 
testimony. As you know, your full statement can be placed on the 
record, so you may summarize it, if you wish. 

Opening Remarks of Ambassador Danilovich 

Mr. Danilovich. Thank you. Thank you very much, Chairwoman 
Lowey, Ranking Member Wolf, and the distinguished Members of 
the Subcommittee. I welcome this opportunity to meet with you 
today to discuss President Bush’s Fiscal Year 2009 budget request 
for the Millennium Challenge Corporation. I would like to summa- 
rize my statement very briefly for you and submit the whole 
version for the record. 
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I would also like to thank the Subcommittee for your continued 
support of the MCC. The funds you have provided so far are now 
yielding tangible results. Partner countries are using MCC invest- 
ments to issue land titles, increase farmer incomes, create jobs, in- 
crease market access, improve infrastructure, strengthen small- 
scale fisheries, expand artisan training, open health clinics to con- 
tain the spread of HIV/AIDS and other diseases, build girl-friendly 
schools, expand vocational training, strengthen access to credit, 
and improve access to water and sanitation services. 

The President is requesting $2,225 billion to continue MCC’s ef- 
forts and to consolidate our early successes at reducing poverty in 
developing countries, committed to good governance, investing in 
their people, and economic freedom. 

Last month, MCC celebrated our fourth anniversary here on 
Capitol Hill, and we were honored to have a standing-room-only 
crowd, including you, Madam Chairwoman, Congressman Knollen- 
berg, others from Congress, ambassadors, as well as friends from 
the development community. All of us can take great pride for the 
tremendous achievements made by the MCC since 2004, only four 
short years ago. With $5.5 billion committed to 16 countries world- 
wide, we are an important component of American engagement 
around the world, building true partnerships to reduce poverty and 
increase economic growth. 

We know this through a recent Gallup poll, revealing that MCC, 
in comparison to other donors, provides more oversight, more help 
toward sustainability, and does a better job of building capacity. 

We know this in the HELP Commission recommendations for as- 
sistance reforms that mirror MCC’s approach, including our em- 
phasis on democratic principles, good governance, country-led de- 
velopment, and economic growth. 

We also know this in the findings of the Smart Power Commis- 
sion at the Center for Strategic and International Studies, which 
cite the MCC for addressing corruption in developing countries by 
creating incentives by which continued aid is tied to good perform- 
ance. 

Of the $2,225 billion requested by the President for MCC, rough- 
ly $2 billion of that amount is for new compacts, including funds 
to evaluate proposals and support compact development. Our exist- 
ing pipeline of countries includes Malawi, Moldova, Jordan, Sen- 
egal, Timor-Leste, Bolivia, and Ukraine. Additionally, in March, 
the Board of Directors will consider the possibility of including the 
Philippines. 

It is too early to determine exactly which of these countries will 
sign compacts. This is, after all, a competition for funds, and not 
all of these countries will get compacts in 2009. With support from 
Congress, countries with the best proposals and compliance with 
MCC’s 17 good-government indicators should be able to enter into 
compacts. One hundred and fifty million of the amount is budgeted 
for threshold programs, and $105 million is budgeted for MCC’s ad- 
ministration and audit expenses. 

Unlike in past years, we anticipate that there will be no funds 
carried over from Fiscal Year 2008 into Fiscal Year 2009. This 
means that the 2009 appropriation alone will determine MCC’s ac- 
tivities and accomplishments in that year. 
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The $2,225 billion funding level will support our efforts to accel- 
erate progress on the ground. Since we last met, I have reorganized 
the agency to deliver more progress on the ground with greater 
speed. This means giving our MCC resident country directors more 
authority to make smart, common-sense decisions, and providing 
the best possible support for our partner countries as they imple- 
ment their compacts. It means accelerating disbursements as more 
and more projects move from design into implementation. 

To accomplish all of this, we will maintain aggressive oversight 
of MCC-funded activities on the ground. We will also carefully 
manage the external economic pressures that come from being in 
full-fledged implementation, such as dollar depreciation, increasing 
energy and transport costs, and a worldwide construction boom. 

We will adjust to changes that occur during the implementation 
of infrastructure projects as feasibility studies and designs are com- 
pleted. 

To further increase incentives for good policy performance and 
good implementation practices with our current partners, we will 
be seeking authorization legislation this year, and we look forward 
to working with this Committee on this. 

MCC is not a handout. It is not an easy program, but we are 
committed to maximizing the effectiveness of each U.S. taxpayer 
dollar we invest, not only by completing projects but also by sup- 
porting countries as they build their capacity to do this for them- 
selves. MCC’s legacy will be the delivery of sustainable results that 
benefit the poor through country-led implementation. 

This legacy will be shared with you, Madam Chairwoman, and 
Members of your Committee with Members of Congress and with 
the American people. Working together, we will continue to moti- 
vate policy reforms, fight corruption, help countries to strengthen 
their capacity, empower women, and pave the way to private enter- 
prise and trade. 

So, today, I fervently ask for your continued support of the Mil- 
lennium Challenge Corporation’s aid for funding at the president’s 
request of $2,225 billion. Chairwoman Lowey, Ranking Member 
Wolf, distinguished Members of this Subcommittee, thank you for 
your strong working relationship that you have had with the MCC, 
not only with myself but with our staffs over the past few years. 

It is this positive and constructive engagement which has made 
this results-oriented, performance-based model of development as- 
sistance a success. We look forward to working with you to achieve 
the president’s request for the MCC, and I very much welcome 
your questions this morning. Thank you very much. 

[The information follows:] 
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Millennium Challenge Corporation 

Thank you, Chairwoman Lowey, Ranking Member Wolf, and other distinguished members of the Subcommittee 
for the opportunity to discuss President Bush’s Fiscal Year 2009 Budget Request for the Millennium Challenge 
Corporation. 

I would also like to thank you for the continued support of the MCC. The funds you have provided us to date are 
already: 


• sparking entrepreneurship, 

• empowering women, 

• allowing children to attend school, 

• securing property rights, 

• creating development opportunities and jobs, 

• increasing market access, 

• improving infrastructure - such as seaports, bridges, airports, roads, storage facilities, and irrigation 
canals, 

• opening health clinics and containing the spread of HIV/AIDS and other diseases, 

• increasing farmer incomes through better agriculture techniques and programs, 

• strengthening financial services and access to credit, and 

• improving access to water and sanitation services. 

Fully funding MCC at the President’s requested level of $2,225 billion will allow us to continue our efforts and con- 
solidate early successes to reduce poverty in those developing countries committed to good governance, investing 
in their people, and economic freedom. 

Last month, MCC celebrated its 4 th anniversary here on Capitol Hill, and we were honored to have you, Madam 
Chairwoman, Congressman Knollenberg, and others from Congress as well as ambassadors and representatives 
from MCC partner countries and from countries hoping to become MCC eligible, along with friends from the 
international development community with us for the occasion. We can all take great pride for what MCC has 
achieved in four short years. 

MCC has accomplished an astonishing amount since 2004. What started as a great concept has become a great 
reality. What was once a group of eight people in borrowed offices is now a first-rate organization, rated one of the 
best small agencies in the federal government for which to work in 2007, with an impressive portfolio of partner 
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Millennium Challenge Corporation 

countries. We are not only one of the newest, but with approximately 300 full-time staff we are definitely one of the 
smallest U.S. government agencies. And yet, with $5.5 billion committed in 16 compacts worldwide, we are moving 
forward with appropriate speed and quality. 

We have met our start-up challenges. We have mastered the demands of developing and signing compacts. We 
have executed a new model of development assistance that motivates policy reform and started a new conversation 
with the world’s poorest countries about assistance based on mutual respect, teamwork, and results. 

And, in four years, we have become an important component of American engagement around the world, building 
true partnerships to reduce poverty and sustain economic growth. This was illustrated by a recent Gallup survey 
that revealed MCC, in comparison to other donors, provides more oversight, more help toward sustainability, and 
does a better job of building capacity. This is what we mean by partnership, and it is a critical component of the 
positive public diplomacy that MCC represents for America and on behalf of Americans. 

I fully realize, however, that despite the great successes we have had with building partnerships and developing 
compacts, our work going forward will be defined by how effectively and fully we help our partner countries tackle 
implementation. This is why, since we last met, I have reorganized the agency to ensure we see progress on the 
ground as quickly as possible. 

I am happy to report that through this reorganization, as well as ongoing efforts to build capacity in partner coun- 
tries, MCC is better positioned today to enhance the speed of implementation and deliver even more results. 

To increase incentives for good policy performance and good implementation practices by our partner countries, 
we will be seeking, this year, congressional authorization for concurrent compacts to augment the compacts in 
implementation. Concurrent compacts would intensify competition among current compact countries as they 
seek a second compact based on their performance on the indicators and their progress toward successful imple- 
mentation of their current compacts. It would also allow partner countries to take advantage of the new capacities 
developed by their participation in the MCC program. The MCC effect of providing incentives for reform and per- 
formance would extend to countries in the midst of implementation and substantially motivate them to push even 
harder in their own policy reform and development efforts. The ability to enter into concurrent compacts will also 
enable MCC to focus its future resources in those partner countries with the greatest likelihood of substantial and 
sustained impact in reducing poverty through economic growth. 

In addition to seeking authority for concurrent compacts, we are seeking authority to extend the duration of 
compacts beyond five years on an exceptional basis, as well as authority to enter into regional compacts with two 
or more countries. Longer compacts would accommodate completion of worthwhile large-scale projects and, be- 
cause many sources of poverty can best be addressed by promoting cross-border development, authority to enter 
into regional compacts would be another important tool in the fight against poverty. 

As a strategic, "soft-power" asset in Americas foreign policy toolbox, MCC is an important complement to other 
economic and political tools that support a more prosperous and secure world. In a report issued November 
2007, the CSfS Smart Power Commission cites MCC as addressing concerns about corrupt governance in develop- 
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mg nations. The report notes that MCC has “created incentives by which continued aid is tied to good perfor- 
mance." 

This Subcommittee recently examined recommendations from the HELP Commission, which was charged with 
building a consensus on the most effective methods of development assistance. Their report made recommenda- 
tions that mirrored the foundational principles and practices of the Millennium Challenge approach, including an 
emphasis on democratic principles, focus on good governance, ensuring country-led development, and promoting 
economic growth. 

MCC is the only donor, for instance, that currently ties eligibility for assistance to performance on a transparent 
and public Control of Corruption indicator. This creates a powerful incentive for countries to adopt tough anticor- 
ruption laws, strengthen oversight institutions, open up the public policymaking process to greater scrutiny, and 
increase corruption-related investigations and prosecutions. 

Furthermore, in keeping with MCC’s gender policy, women, alongside men, must be, and are, involved throughout 
every stage of MCC’s assistance, including country selection, compact development and implementation, and 
program monitoring and evaluation. 

The President's requested level of funding will support these policy incentives, a handful of new compacts in 2009, 
and the priorities I have set for this agency in the coming year, including a focus on: 

• Progress on the ground; 

• Partner country empowerment; 

• Private sector engagement; and 

• Tangible results. 

MCC must have sufficient funding to sign compacts with countries that have undertaken the difficult reforms 
necessary to attain eligibility status and that have invested the resources and effort in developing sound compact 
proposals. 

President Bush’s Fiscal Year 2009 Budget Request recommends $2,225 billion for the Millennium Challenge 
Corporation. This request reaffirms his continued commitment to promoting sustainable economic growth in the 
developing world and represents a substantial increase — $680 million, or 46% — above the Fiscal Year 2008 enacted 
level. 

Details on the FY09 Funding Request: 

• Roughly $2 billion of the request is budgeted to fund new compacts, including our own due diligence 
and assistance to countries for compact development. With no carryover funds available from previous 
years, this is the amount necessary to complete only compacts with those countries most likely to be 
ready for compact signing. While it is still too early to determine exactly how many or which countries 
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will sign compacts in 2009, we have seven, possibly eight, countries eligible for compact funds. In ad- 
dition to Malawi, which was made eligible just this past December, other countries currently in various 
stages in the compact development pipeline include: 

• Moldova, 

• Jordan, 

• Senegal, 

• Timor-Leste, 

• Bolivia, and 

• Ukraine. 

MCC’s Board of Directors will also consider the possibility of including the Philippines in March. 

MCC is a competition for funds, however, and not all these countries will get compacts in 2009; but, with 
support from Congress, I feel strongly that countries with the greatest commitment to championing their 
own development through good proposals and compliance with MCC’s 17 good government indicators 
should be able to enter into compacts. 

Because of the accelerated pace of MCC’s work during the past two years, all funds from prior years’ ap- 
propriations will have been committed to compacts and threshold programs. This means that the level of 
activity and accomplishment for MCC in 2009 will be determined solely by the 2009 appropriation. 

• $150 million is for funding the threshold program to assist countries that seek to improve their policy 
performance on specific MCC selection indicators. Threshold programs typically are implemented in 
partnership with the U.S. Agency for International Development. 

• $105 million will fund administrative and auditing expenses, a 4 percent decrease from last year's 
request. As an organization, MCC has made significant strides toward operating more efficiently and 
effectively in order to manage the important implementation work ahead, employing a highly qualified 
staff at our Washington headquarters, with a small presence in partner countries worldwide. Of this, $5 
million is reserved for USAID Inspector General's audit expenses for financial reviews and performance 
audits of MCC and the MCA country entities. MCC continues to adopt internal processes and operating 
procedures to make the best use of U.S. taxpayer money and to deliver tangible results in the lives of the 
poor benefiting from MCC investments. MCC’s administrative expenses cover both direct and indirect 
expenses required to assess compact proposals and oversee compact implementation. Direct expenses 
include: salaries and benefits of MCC staff who are directly engaged with partner countries, overseas op- 
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eration expenses, travel costs, and MCC University and other training conferences for participants from 
MCC partner countries. Indirect expenses include such items as: salaries and benefits for support staff, 
training costs, including language, procurement, and transaction team training, contracted services for 
financial management, travel, contract management, and security, rent, information technology services, 
and human resources. Cost increases in FY 2009 over FY 2008 are reflective of MCC s growing portfolio 
of signed compacts and the costs associated with staffing and supporting a small presence in each coun- 
try. At the same time, MCC has found significant savings in other areas, including travel and contracted 
services, compared to 2007 levels 

Update: Selection 

The Millennium Challenge Corporation combats poverty through more than just grants. Our model motivates 
policy reforms; fights corruption; builds country and institutional capacity; engages and empowers women in 
development; and paves the way for greater private enterprise and trade. 

MCC uses 17 eligibility indicators to measure a prospective partners commitment to good governance, investing 
in health and education, and economic freedom. Then, countries themselves are responsible for identifying and 
prioritizing their own barriers to poverty reduction and economic growth through consultation with all segments 
of their society. 

Such engagement supports a culture of democratic practices and transparency as well as ownership of the develop- 
ment process. Enabling countries to lead the process of development— country ownership— is difficult in light of 
capacity constraints, but we believe it is absolutely necessary for a country to achieve sustainable results. 

Eligible countries are working hard to create quality compacts based on their own solutions to their own problems. 
Full funding will allow MCC to provide the most dedicated countries the resources they need to reduce poverty 
through economic growth. 

Update: Compacts 

MCC presently has a portfolio of 16 signed compacts totaling $5.5 billion. Implementation is underway in 
these countries, early results are emerging, and the success of our programs is evident. We anticipate compact 
signings with Burkina Faso and Namibia in the summer of 2008, pending approvals from our Board of Directors. 
Once these two compacts are signed, MCC will have 18 compacts totaling well over $6 billion. 

MCC was designed to foster competition among countries for eligibility. Before the start of FY09, MCC will com- 
mit all prior year appropriations and all new appropriations provided in FY08. As a result, for the first time MCC 
will have less money in reserve for funding compacts than we have countries preparing compact proposals. Coun- 
tries may face the risk of delayed funding after committing substantial time and resources to developing compacts 
in good faith. Our incentive-based model requires predictability in resource flows. 
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Table i:MCC Compact Partner Countries 

(in signing order) 


Country 

Compact 

amount 

(In millions) 

Signing Date 

Entry into Force 

Madagascar 

$109.8 

April 18, 2005 

July 27, 2005 

Honduras 

$215.0 

June 13, 2005 

September 29, 2005 

Cape Verde 

$110.0 

July 4, 2005 

October 17, 2005 

Nicaragua 

$175.1 

July 14, 2005 

May 26, 2006 

Georgia 

$295.3 

September 12, 2005 

April 7, 2006 

Benin 

$307.3 

February 22, 2006 

October 6, 2006 

Vanuatu 

$65.7 

March 2, 2006 

April 28, 2006 

Armenia 

$235.7 

March 27, 2006 

September 29, 2006 

Ghana 

$547.0 

August 1, 2006 

February 16, 2007 

Mali 

$460.8 

November 13, 2006 

September 17, 2007 

El Salvador 

$461.0 

November 29, 2006 

September 20, 2007 

Mozambique 

$506.9 

July 13, 2007 

Projected for autumn 2008 

Lesotho 

$362.6 

July 23, 2007 

Projected for autumn 2008 

Morocco 

$697.5 

August 31, 2007 

Projected for autumn 2008 

Mongolia 

$285.0 

October 22, 2007 

Projected for autumn 2008 

Tanzania 

$698.1 

February 17, 2008 

Projected for autumn 2008 

Burkina Faso 


Projected 2008 


Namibia 


Projected 2008 


Moldova 


Possible 2009 


Jordan 


Possible 2009 


Malawi 


Possible 2009 


Timor-Leste 


Possible 2009 


Senegal 


Possible 2009 


Bolivia 


Possible 2009 


Ukraine 


Possible 2009 
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Update: Threshold Program 

MCC’s Threshold programs are designed for countries that are close to passing and committed to 
improving their performance on MCC’s eligibility criteria. These programs are typically implemented 
with our partners at USAID, The amount provided to a country under a threshold program depends upon 
how many countries are selected in the applicable fiscal year, which indicators need to be addressed, and 
which reforms must be implemented. 

To date, MCC has signed two-year threshold 
agreements with 15 countries for a total of $325 
million. Additionally, we will sign threshold 
agreements with Peru, Niger, and Kyrgyzstan in 
the coming weeks, bringing total commitments to 
nearly $400 million. 

These relatively small threshold investments have 
lead to notable successes. We have seen Burkina 
Faso, Tanzania, Jordan, Ukraine, Moldova, and 
Malawi “graduate” to compact eligibility. Scores 
on the “Control of Corruption” indicator have im- 
proved in Albania, Indonesia, Malawi, Paraguay, 

Tanzania, Uganda, and Zambia since they began 
implementing anticorruption programs funded by 
MCC. Financial and regulatory hurdles to start- 
ing businesses have also been lowered as a result 
of MCC’s engagement in Albania, Paraguay, and 
Zambia. An ambitious immunization program 
funded by MCC currently underway in Indonesia 
has trained over 4.000 health professionals. Also, 
over 18,000 students have been recruited to attend 
132 MCC-funded “girl friendly” schools in Burkina 
Faso. 

Several threshold programs with countries that 
have not yet become eligible for a compact 
will successfully conclude in 2008. For 
threshold countries who have implemented 
their threshold program well and continue 
to pursue a policy reform agenda, but were 
not selected by MCC’s Board of Directors as 
compact-eligible during the FY 2008 or FY 
2009 selection processes. MCC may decide 


Table 2: MCC’s Threshold Programs 

(in signing order) 


Country 

Amount 

(in millions) 

Signing Date 

Burkina Faso 

$12.9 

July 22, 2005 

Malawi 

$20.9 

September 23, 2005 

Albania 

$13.9 

April 3, 2006 

Tanzania 

$11.2 

May 3, 2006 

Paraguay 

$34.6 

May 8, 2006 

Zambia 

$22.7 

May 22, 2006 

Philippines 

$20.7 

July 26, 2006 

Jordan 

$25.0 

October 17, 2006 

Indonesia 

$55.0 

November 17, 2006 

Ukraine 

$ 45.0 

December 4, 2006 

Moldova 

$24.7 

December 15, 2006 

Kenya 

$ 12.7 

March 23, 2007 

Uganda 

$10.4 

March 29, 2007 

Guyana 

$ 6.7 

August 23, 2007 

Sao Tom£ 

$8.7 

November 9, 2007 

Peru 

$35.6 

Board Approved 

Niger 

$23.1 

Board Approved 

Kyrgyz 

$16.0 

Board Approved 

Yemen 

$20.6 

Board Approved 

Rwanda 


Eligible 

Mauritania 


Eligible 

Albania II 


Eligible 

Paraguay II 


Eligible 

Zambia II 


Eligible 
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to continue to engage with them through a second (Stage II) threshold program in order to sustain the 
momentum of policy reform. 

Focus on the Future 

Progress on the Ground 

MCC’s initial challenge was to identify eligible partner countries and then to develop strong transformative 
compacts. We have done that. Our challenge going forward is to ensure the efficient, effective implementation of 
those agreements. 

Since we last met, I have reorganized the agency to deliver more progress on the ground with greater speed. This 
means giving our MCC Resident Country Directors more authority to make smart, commonsense decisions and 
providing best possible support to our partner countries as they implement their compacts. It means accelerating 
disbursements as more and more projects move from design to implementation. We will maintain aggressive 
oversight of MCC-funded activities on the ground. We will also carefully manage the various pressures that come 
from being in full-fledged implementation, such as external economic factors of dollar depredation, increasing 
energy and transport prices, and a worldwide construction boom. 

Solid implementation, increased disbursements, and ongoing quality compact development are now MCC's three 
primary focus areas. We are achieving these goals while maintaining MCC's core practices such as committing 
project funding upfront. Upfront funding commitments increase effectiveness and predictability of our aid, while 
decreasing fiscal volatility in the long run. MCC also continues to strengthen our fiscal accountability and ensure 
proper use of taxpayer dollars by disbursing money to partner countries only when they are ready to use it for 
implementation. 

As of February 2008, MCC disbursed $300 million for compact ($180 million) and threshold ($120 million) 
programs. By the end of Fiscal Year 2008, MCC expects to disburse a cumulative total of approximately $630 
million for compact ($450 million) and threshold {$180 million) programs. These disbursement rates reflect the 
natural progression of implementation as countries invest the time upfront to build their own implementation 
capacity, develop systems, conduct transparent procurements, and ensure quality in design of project activities. 
Furthermore, disbursement rates alone do not reflect the additional funds that are committed under contract but 
disbursed over a period of time. For example, by the end of FY 2008, MCC expects that compact country partners 
will have a cumulative total of $1 billion under contract, reflecting the shift from startup to full implementation in 
multiple countries. This upward trend of disbursements and contract commitments is a result of our increased 
focus on implementation, the drive to improve country capacity to execute those projects, and the natural evolu- 
tion of these projects. 

A significant portion of MCC-funded projects focus on infrastructure which requires significant and critical up- 
front work before construction begins. Therefore, the timing of disbursements will always lag in the early stages of 
our programs and increase rapidly as our compacts naturally evolve. Similarly, contract commitments will exceed 
actual amounts disbursed due to industry standard payment lifecycles. 
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Chart i: MCC Compacts Signed Through February 2008 

(in millions of U.S. dollars, total: $5.5 billion) 


Governance 

$235, 4% 

Energy 

$279. 5% 

Health, Education 
and Community Services 

$283, 5% 

Water Supply 

and Sanitation 

$468, 8% 

Program Administration 
and Oversight 

$497. 9% 


Finance and 
Enterprise Development 

$517, 996 



Monitoring and Evaluation 

$122, 2% 


Transportation 

$1,976, 37% 


Why Infrastructure? 

MCC invests in infrastructure because the poor, NGOs, and governments in partner countries have identified 
these improvements as a priority for poverty reduction. MCC’s commitment to country ownership means that 
MCC supports projects that partner countries prioritize only if these projects promote poverty reduction through 
economic growth. In many cases, MCC partners have identified their inadequate infrastructure as a major con- 
straint to domestic growth, foreign investment, and job creation. 

Improvements in rural roads, for example, lower transportation costs for farmers and provide improved access to 
jobs, health care, and education. Water and sanitation infrastructure reduce the incidence of disease and increase 
access to potable water. Reliable electricity makes it dramatically easier for the poor to start businesses and is a 
basic prerequisite for many foreign investments. Improvements in energy infrastructure frees up time and labor 
that the poor would otherwise use to search for fuel. 

Because infrastructure project have an extended implementation lifecycle, significant progress and activities are 
often not as evident if disbursements alone are used to judge success. 
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Chart 2: Infrastructure Project Lifecycle 
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I recently returned from a trip to El Salvador. This compact, which entered into force five months ago, is a good 
example of a country in the early phases of implementation. The Salvadorans who are implementing this program 
are creating the structures that will enable the compact’s roads, water, rural business development, education, 
and rural electricity programs work effectively over the next five years. They are working with a firm to manage 
procurements efficiently and transparently. 

With these structures now in place, over the next six months they will be advertising for future purchases of goods, 
works, and services worth $150 million that will make these MCC projects a reality. El Salvadors MCA team is 
putting out notices (locally and internationally) for the very best experts who can design and carry out these proj- 
ects. As is required with any solid business plan, they are mapping out - in a detailed and professional way - the 
sequence of events that will maximize our investment. 

Generally, the first two years of infrastructure projects are used to conduct feasibility studies, including environ- 
mental assessments, and to prepare final engineering designs. As part of this, project managers conduct consulta- 
tions, complete resettlement and land acquisition plans, and assess and plan to mitigate environmental impacts. 
Results of studies for feasibility and design often mean adjustments to maximize the effectiveness and reduce risks 
in the projects. In addition, a competitive procurement process is required to ensure fair and reasonable prices 
and high quality work. 

All of these essential steps must occur prior to the start of construction, but do not require large expenditures. The 
rate of spending ramps up once construction begins, which can be seen, for instance, when charting out disburse- 
ment projections for a typical infrastructure project. 
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Chart 3: Infrastructure Disbursement Curve ($100 million) 



MCC complies with international standards and procedures for infrastructure investments, which attracts com- 
petitive international bidders and ensures market- reasonable pricing, but requires funding commitments up front. 

We are all aware of the adverse effect domestic and global economic pressures are having on infrastructure and de- 
velopment projects in our own country and throughout the world. Increases in energy and transport costs, dollar 
depreciation, and a worldwide construction boom all contribute to those pressures and add even more stress on 
limited MCC resources. 


For example, between January 2006 and Decem- 
ber 2007, according to the International Monetary 
Fund, the unweighted average value of currencies 
of international construction bidders appreciated 
by almost 15 percent relative to the US dollar, 
and oil prices have increased by approximately 72 
percent. 

Re-estimation is common in the project cycle as 
project managers refine designs based on technical 
studies, design upgrades, and enhanced environ- 
mental mitigation measures. These factors, com- 
bined with fluctuating currency exchange rates. 


Table 3: External Pressures on Costs 


Cost Categories 

Change in Costs, 
January 2005 
to July 2007 

Crude Oil Price Index 

72% 

Steel Price Index 

11.26% 

Paving Mixtures Price Index 

28% 

Cement Price Index 

9% 

Bidder Country Exchange Rates 

15% 

Partner Country Exchange Rates 

6 % 
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mean that countries partnering with Millennium Challenge are facing higher costs than initially projected 
for some infrastructure projects. 

We are not financially liable, however, for any increased costs of the projects as our obligation is the fixed 
amount of financing specified in each compact. Nonetheless, we are working with partner countries to 
meet these challenges. Possible options include revising the project scope, increasing the amount of partner 
country contribution, or cost sharing by bringing other donors into a given project. 

In future compacts, if our partners choose to invest in relatively complex infrastructure projects, we will 
work with them to increase the level of feasibility, design, and assessment work prior to compact signature. 
This will reduce the variance of subsequent re-estimations and also speed disbursements once entry-into- 
force has been reached. 

Partner Country Empowerment 

For our model, successful implementation requires that partner countries, not MCC, lead their development pro- 
cess, navigating through the particular challenges of compact development and implementation and, in the end, 
celebrating their successes. 

Ghana’s public sector reform minister described this when he said, “Unlike other traditional development assis- 
tance programs where the donor proposes how funds are used, countries selected under the Millennium Challenge 
Account propose programs to receive funding. Thus, the MCA is designed to allow developing countries to take 
ownership and responsibility for funds provided by the Millennium Challenge Corporation.” 

One of the obstacles to development in Ghana, as identified by the Ghanaians, has been the lack of adequately 
trained procurement specialists. MCC is funding a procurement capacity-building initiative designed to 
strengthen the effectiveness of various procurement entities to help Ghana help itself by overcoming this particular 
barrier to its own development. 

We will remain focused on capacity building so that development can be sustained long after our period of invest- 
ment ends. As part of this, the process required by MCC calls on local institutions to play their democratically 
prescribed roles, a step we believe strengthens domestic democratic transitions and deepens democracy over time 

By insisting partner countries design and implement their own development plans, MCC is strengthening institu- 
tions and jumpstarting critical thinking about the policies necessary to ensure sustainability. Country ownership 
reinforces good policies. 


Private Sector Engagement 

MCC programs are based on the broadly-accepted premise that foreign assistance alone cannot end poverty and 
that MCC compacts should strengthen the local foundations for self-sustaining economic growth. Consequently, 
MCC encourages partner countries to use these resources in ways that will catalyze private sector-led investment 
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over the long-term. The private sector brings the jobs, technology, and training necessary to drive job creation and 
economic growth. 

Even beyond compact investments, MCC plays a unique role within the U.S. government to foster and help inter- 
national investment and help scale up viable private sector activity. We do this by coordinating efforts with other 
U.S. government agencies and international programs to maximize private sector incentives for investment in 
MCC economies. 

Moreover, we are integrating private sector activities into MCC compacts and stimulating follow-on investments 
in MCC countries. We are addressing critical constraints to private sector development, such as inadequate infra- 
structure, by investing in partner countries’ infrastructure priorities. 


Focus on Results 

Encouraging the private sector and ensuring effective implementation of projects requires a focus on results and 
accountability. We are committed to demonstrating that the programs we fund and initiatives we support are im- 
proving the lives of people in our partner countries. It is through transparency and use of strict benchmarks, both 
for us as an agency and our partners implementing the programs, that MCC is able to measure success. 

Compacts are subject to pre-investment cost-benefit analysis to determine whether the expected increases in 
household incomes justify the significant investments of U.S. taxpayer money, and before implementation begins 
we put in place a monitoring and evaluation workplan. 

This focus on results is an information-intensive effort, and MCC has made significant strides towards putting in 
place the structures and systems to manage the data we need. 

Upgrades currently underway to MCC’s knowledge management and information technology capabilities will 
provide MCC management, Congress, and stakeholders with even greater access to the data needed to track 
progress and accurately report results. 

We are investing in a business intelligence system (BIDS) that includes both analytical and reporting tools. It 
includes budgeting and planning tools to enable our managers to manage risk across the MCC portfolio, and it 
includes a range of management tools for the field to bring consistency to measurement indicators and reports that 
demonstrate quantitative results. These tools allow us to achieve two goals simultaneously-leaner management 
and a more robust reporting of results. 

Early returns on implementation — as of the end of FY 2007 — are promising and we can already point to results on 
the ground. 

* In Georgid, the first round of emergency repairs to the North-South Gas Pipeline have been completed, 
improving the long-term security and diversification of the country’s natural gas supply, and providing 
Georgian citizens and businesses with more reliable electricity and heating. In addition, grants totaling 
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$1.1 million to 34 new or expanding agribusinesses are helping them improve technologies and access 
markets. These agribusinesses will employ about 400 people and do business with 22,000 customers and 
suppliers. 

* In Nicaragua , thousands of farmers and rural entrepreneurs have benefited from technical assistance 
and business development services. Approximately 1,500 new jobs have been created through invest- 
ment promotion efforts in the first year alone, and designs are nearly complete for 364 kilometers of 
roads. 

In Madagascar , more than 876,000 documents have been inventoried to enable better land use, and the agricul- 
tural project is providing technical assistance to over 7,500 farmers. 

* In Armenia, more than 2,450 participants, of which almost a quarter are women, have been trained in 
on-farm water management to increase production. 

♦ In Burkina Faso, the threshold program has made 132 new “girl-friendly" schools possible. 

♦ In Malawi, threshold assistance supports ongoing anticorruption efforts, expands the work of civil 
society groups, and strengthens independent media coverage, including training 45 journalists in inves- 
tigative journalism. These efforts helped Malawi improve its performance on the control of corruption 
indicator— 'from the 40 th percentile in fiscal year 2005 to the 54 th percentile in fiscal year 2008— and led 
to Malawi being selected as compact-eligible for FY08. 

♦ In Jordan, the threshold program is helping the government expand citizen participation, including the 
participation of women, in local elections and local government. Under a new law, 20 percent of munici- 
pal council seats are reserved for women. In the last election, female candidates exceeded this quota and 
won 238 seats. 

These direct results of MCC investments complement the reforms countries are undertaking to improve political, 
economic, and social policies. 

• Madagascar reduced the minimum capital requirement for new businesses by 80 percent, resulting in a 
26 percent increase in new business registrations. 

• Benin initiated sweeping reforms against corruption throughout several government ministries. 

• Lesotho changed its laws so women, who were considered legal minors, can now have access to credit, 
participate fully in business, and fully engage in economic activities as independent individuals without 
requiring a man’s signature. 
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Good policies like these are not only the right thing for countries to do but also help create conditions attractive to 
the private sector, the true engine of economic growth. 

One Success Story 

Let me use one recent trip to review implementation to illustrate MCC’s programs and results. The scene in the 
plaza of Nicaragua’s northern Chinandega region one day last month was truly remarkable. Thousands of people 
packed the town square to celebrate the positive cooperation that takes place when two countries work together 
to fight poverty. There, along with the directors of MCA-Nicaragua, local mayors, and government ministers 
and Nicaraguan President Daniel Ortega, we presented land titles to over 700 Nicaraguan families. These house- 
holds now have clean land titles, can access much-needed credit, and benefit from the independence, empower- 
ment, and security that comes with property ownership. 

Property rights are a key element to reducing poverty, especially in regions that depend on agriculture for their 
economic livelihood. I am proud that MCC, working with the people of Nicaragua, local NGOs, donor organiza- 
tions, and the private sector, have already helped provide legal and secure land titles to nearly a thousand people 
in this country, and in other countries where we are implementing compacts. Thousands more titles will be 
distributed this year alone. 

I also took the opportunity to join local mayors and Nicaraguan government officials to formally launch the 
rehabilitation of the Villanueva-Guasaule road that connects Nicaragua with neighboring Honduras. This 17-ki- 
lometer stretch of the Pan-American Highway network has long been neglected and its poor state has impeded 
access to markets, basic social services, and the untapped economic potential of international commerce. By 
rehabilitating this important artery, Nicaraguans and other Central Americans will be able to take full advantage 
of free trade by getting their goods to market in an efficient and cost-effective manner. Increased exports will 
mean increased income for Nicaraguans, and these roads are a critical part of that effort. 

In the city of Chinandega, we toured an agricultural fair where local farmers talked to us about how improved 
roads, irrigation systems, and innovative methods for commercializing their products are increasing their crop 
yields and incomes. It is always reassuring to hear— repeatedly— "thank you, USA” from grateful beneficiaries. 

What was even more rewarding, however, was to hear of their big plans for expansion. These farmers want to 
pull themselves out of poverty, and they are doing it with the help of MCC. They prove the old adage that “there 
is no such thing as a small entrepreneur, but rather an entrepreneur with a small business.” MCC is helping these 
rural entrepreneurs take full advantage of their resources and talents to work in a smarter, more profitable, and 
environmentally friendly way for Nicaragua's future. 

These are the results that MCC is achieving in places such as Nicaragua. We are helping people help themselves. 

We are facilitating a dialogue between rural populations and their local leaders. We are collaborating in a con- 
structive way with governments despite political differences. I impressed upon President Ortega the need for our 
two countries to move forward into the 21 st century united to fight a common enemy: poverty. President Ortega 
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Millennium Challenge Corporation 

ended his speech that evening in the plaza of Chinandega thanking the United States government and American 
people, proclaiming “Viva los Estados Unidos!” This was a heretofore unexpressed and somewhat startling declara- 
tion by President Ortega, inspired by the acknowledged tangible results already achieved by MCC. 

As taxpayers, we should expect and be proud of such results from MCC programs. These are the results of the 
careful investment of taxpayer funds. Stability in this region is a tangible benefit for the people of the U.S., and 1 
am proud that MCC is leading this effort in the Western Hemisphere and around the world. 

Moving Forward, Together 

MCC is an innovative, creative, and dynamic example of Americas “smart power,” rooted in accountability and 
country ownership. It is a performance-based, results -oriented model of American diplomacy and development 
assistance. It is demanding of its partner countries, but American taxpayers should not hesitate to be demanding 
when providing generous grants to developing countries seeking to pull themselves out of poverty, sustain their 
economic growth, and provide their citizens with good government. 

MCC exists not only to reduce poverty through economic growth, but also to incentivize governments to create 
and maintain good policies that will sustain those efforts through ongoing political, economic, and social reforms. 

Our priorities going forward -- focusing progress on the ground through implementation, empowering our part- 
ner countries, and insisting on tangible results -- will be MCC’s legacy. We share this legacy with you, Madam 
Chairwoman, and members of your committee, along with Congress and the American people whose collective 
generosity and compassion generosity define America’s place in the world. 

With full funding, MCC will be able to develop compacts with new countries working hard to partner with us. 

It is only with your continued support will we be able to further incentivize good government. Working together, 
we can continue our work to motivate policy reforms, fight corruption, help countries strengthen their critical 
institutions, engage women, and pave the way for greater private enterprise. 

And so today, on behalf of countries worldwide who embrace the innovative MCC model for development as- 
sistance, on behalf of the dedicated and diverse members of MCC s staff who are administering MCC's approach to 
"aid with accountability,” and, most important, on behalf of beneficiaries throughout the world who are replacing 
poverty with sustained economic growth, I ask for your continued support of the Millennium Challenge Corpora- 
tion and funding the agency at the President’s request of $2,225 billion for Fiscal Year 2009. 

Chairwoman Lowey, Ranking Member Wolf, members of this Subcommittee, I want to thank you for the strong 
working relationship all of us at MCC have had with you and your staffs over the past few years. It is this positive 
and constructive engagement that has made this results-oriented, performance-based model of development assis- 
tance a success. We look forward to working with you to achieve the President's request for MCC, and I welcome 
your questions this morning. Thank you. 
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Mrs. Lowey. Thank you very much, Mr. Ambassador. I just want 
to say, at the outset, that if Members come and go, it is no reflec- 
tion on the scintillating performance, but there are probably a half 
a dozen appropriation hearings at the same time, so I do want to 
apologize. 

Each Member will be limited to five minutes, and I hope we will 
have another round. So I would like to begin by making a couple 
of points, and then you can respond within the time allocated. 

First of all, I want to thank you again for your efforts to stream- 
line MCC’s operations and to focus on the obstacles of imple- 
menting the existing compacts. Your Fiscal Year 2009 budget jus- 
tification warns of alarming cost overruns on several infrastructure 
projects due to rising global construction costs and other external 
and unanticipated shocks, including currency fluctuations. 

Your staff has told us that, in some cases, costs are now 50 per- 
cent higher than expected. To make up the difference, the MCC 
will have to either scale back these projects or ask host countries, 
other donors, or members of the private sector to make up the dif- 
ference. While infrastructure projects are understandably subject to 
cost reestimation, the data raise deeper questions about the MCC’s 
forecasting capabilities and due diligence process. 

So if you can comment. Are you prepared to share with the Com- 
mittee that the external factors cited in the congressional justifica- 
tion were the sole reason for these changes, and what percentage 
of these cost reestimations were the result of poor cost forecasting 
on the part of the MCC staff, and, more importantly, what steps 
are you taking to ensure more accurate estimates are undertaken 
in the development of future compacts, and how will you notify this 
Committee, this Congress, about the changes in compact projects. 
Should we expect an official notification of these changes, and how 
will the public compact countries, and in the United States, be noti- 
fied about program changes? 

One of the hallmarks of the MCC is accountability. So without 
some information, the public cannot be part of that discussion. Let 
me stop at that point, just so you will remember all of the ques- 
tions. 

Mr. Danilovich. It is a big question, and it is one which we are 
very focused on, and it comes under the broader heading of our im- 
plementation efforts in general. 

The project reestimates that we are encountering in a number of 
our countries to date is something which we are confronting head 
on and dealing with in a very dynamic, robust, and aggressive 
fashion. We are not alone in this challenge, and we are not unique 
in this challenge. The U.S. Government is facing it in several pro- 
grams throughout the world, and, indeed, other development agen- 
cies are also confronting this, whether it be European-specific coun- 
tries or European Union or Far Eastern countries who are involved 
in development assistance around the world. 

It only stands to reason that all of us have been affected by the 
depreciating dollar. In some countries, it has been dramatically sig- 
nificant. In Armenia, the dollar has depreciated by 44 percent. You 
can imagine the impact that has on our program. We also have the 
increasing costs of oil, the increasing construction costs that have 
gone on throughout the world, the increasing energy costs, all of 
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which have adversely affected what were our original estimates 
with regard to these programs. 

We have, as you have noted, briefed the House Appropriations 
staff on this. We very much believe this is something which we 
must work on together. It is something for which we must find mu- 
tual solutions, and we are engaged in finding solutions for those 
challenges now, and we will continue to do so. 

For example, in a number of countries, we will be stretching our 
dollars to the maximum amount to achieve the same results. We 
will refine and tighten existing projects as they exist. We will seek 
cooperation with the governments of the countries in which we are 
operating to have them participate in some of our programs as 
well. 

We have signed, last week, a cooperative agreement with DIFID, 
the U.K. foreign aid development agency for five specific countries 
and specific projects in which they and we are working on together. 
This is not only an example of nice donor coordination, which is im- 
portant for effectiveness and efficiency on all of our parts, but it is 
also a very strong example of cooperating with other donor agen- 
cies to achieve what were the original objectives of our compact. 

Madam Chairwoman, you have mentioned one particular country 
by name. That country was Mali, where there are three specific 
projects, one of which will not be done by the MCC, at this point. 
The agriculture project will be done. The airport, which is crucial 
for economic development, will be done. The third project, the in- 
dustrial park, will not be done by the MCC. It is contingent on the 
airport program, which we are, in fact, strengthening and increas- 
ing in scope from its original parameters. The industrial park, 
which is in an adjacent piece of land to the airport; we are working 
very closely with the World Bank to have them see that project is 
continued through to its completion. 

We have met with representatives in country. We have met with 
President Toure here in Washington two weeks ago. He has also 
met with President Bush, when he was here, to discuss this 
project. He is very happy with the solutions that we are finding for 
the completion of the $461 million package altogether. 

The same stands for the case in Armenia, where we are working 
with the government there to make sure that roads are being done. 
The same in Honduras, where CABEI, the Central American Bank, 
will be doing parts of roads as well. 

It is not so much a matter of cost reestimates, but of cost reesti- 
mates to accommodate not only the external factors, which we have 
all been buffeted by, but also certain tightened projections within 
our own organization. 

It is difficult to point a finger and say, “Well, the dollar, in this 
case, did that, and the energy cost was responsible for this,” al- 
though we can find the specific percentage figures, some of which 
I pointed out, or to say that the MCC is responsible, to what ex- 
tent, for these estimations. 

Our estimations have been entered into in working with the 
countries concerned. They have been the result of serious due dili- 
gence. There has been a time lag between the signing of the com- 
pact and now the implementation, and, during that period of time, 
we have encountered these cost reestimates. We are facing them. 
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We are not alone in doing so. All development agencies are doing 
this straight across the boards. We are confident that we can com- 
plete these projects as originally envisaged but with a different 
participating structure. 

Mrs. Lowey. My time is over, but I just want to conclude by say- 
ing that this is a dialogue that I hope we will continue 

Mr. Danilovich. Yes. 

Mrs. Lowey [continuing]. Because what concerns me, we cer- 
tainly do not want to give the message to that country or to the 
world that the United States is reneging on its promises. If we 
promise we are going to do three projects, and we understand there 
are external factors, but if there are internal factors, I would ex- 
pect that you are addressing them, and you will keep us posted be- 
cause it is not a very good signal that we are only doing one thing 
when we were going to take care of fishing, and we were going to 
deal with agriculture, and we were going to deal with artisans. 
That happens to be Morocco. I just got back. 

Mr. Danilovich. Right, right. 

Mrs. Lowey. So I look forward to continuing the dialogue, and 
I thank you. 

Mr. Danilovich. Thank you. 

Mrs. Lowey. Mr. Wolf. 

Mr. Wolf. How do you judge success and failure objectively? 
How will we know, objectively? 

Mr. Danilovich. We are seen now, which is, more or less, the 
right time to see. After four years of existence, the first, more or 
less, year and a half, we did not have any signed compacts. After 
the signing, it takes a certain period of time to implement them 
technically, paperwork, legally, judicially, et cetera, and it takes a 
little bit longer to implement them with shovels in the ground. 

I am looking at a picture right up here of a vineyard in Cali- 
fornia. I have just come back from Morocco, as Madam Chair- 
woman has pointed out, where we are planting figs, dates, and ol- 
ives. It takes time to irrigate. It takes time to plant. It takes time 
for the seed to grow. It takes time for the sun to rise. It takes time 
for the next harvest, and, in answer to your question, we are now 
seeing, in countries throughout the world, where there are agricul- 
tural projects — Madagascar, our first country. The farmers are now 
producing germanium oil, which is used in oil and soap. It is a 
higher factor. So we are seeing farmers getting increased profits, 
increased productivity, increased market access in Madagascar, the 
results being shown there. 

In Armenia 

Mr. Wolf. But how do we know, objectively — I understand that. 

Mr. Danilovich. Right. 

Mr. Wolf. You sit back, and you look at them, but how can we 
know objectively? Has GAO looked at this? Has anyone looked at 
this on the outside and said, “Okay. These guys have done a great 
job here. Here there have been the successes. Here there have been 
the failures”? Has anyone done an objective analysis as to the effec- 
tiveness or the failure, either way? 

Mr. Danilovich. Well, I think our analysis of what is developing 
in country and the in-country examination of these results, the ac- 
tual beneficiaries could not be more objective. These are the people 
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that are benefitting, whether it is the farmers in Armenia, who are 
being trained, thousands of them. These people are the ones that 
are objectively receiving the benefits of this program. 

Mr. Wolf. Well, for the recipient to say they would be the de- 
cider as to objective success or failure, I am saying that somebody 
that does not have a vested interest in it, any outside — have you 
had anyone look at this from an outside perspective, GAO, for in- 
stance, to say, “This has been great here, not so great here. Here 
is how it changes”? Has anyone looked at that? 

Mr. Danilovich. We work, of course, with the IG and with the 
GAO on a number of areas. 

Mr. Wolf. But has anyone, overall, looked at the successes and 
failures. That is what I am trying to get. 

Mr. Danilovich. And issued a report on them. 

Mr. Wolf. Yes. 

Mr. Danilovich. Well, the results are just beginning to surface. 

Mr. Wolf. I know, but it has been four years. Has anyone looked 
at it objectively, other than you and the administration? 

Mr. Danilovich. Well, as I have said 

Mr. Wolf. And the recipients? 

Mr. Danilovich. Well, I think the recipients are the ones that 
the Committee should be interested in. Those are the ones who we 
have set out to benefit from these programs. So I know of no better 
judge than a farmer or a fisherman or a girl that has gone to school 
that has benefitted from these programs. 

Mr. Wolf. But if they are the ones that are getting the money, 
they are not going to say this thing is not working. I am asking 
you, has there been any outside, objective analysis? I think we 
should ask for someone to take an outside, objective view, and I 
would hope the Chair would ask GAO or CSIS or the Council on 
Foreign Relations, some outside group to come in and take a look. 

The second question is, when there is so much need around the 
world everywhere you look, when you are making a decision, do 
you look to see whether or not the country involved is relatively 
supportive of the United States government or not? Do they vote 
with us in the U.N.? Do they generally support us on most issues? 
Are they supporting us with regard to counterterrorism? What are 
they doing? Does that come into the play? 

Mr. Danilovich. As you know, our programs are policy based. If 
a country has good policies in place, meaning a democracy govern- 
ment, political rights, civil liberties, which are fundamental Amer- 
ican core principles, they are then eligible, if they pass our criteria, 
for MCC funding. So, in that respect, they are supportive of Amer- 
ican ideals and concepts. 

There is no test. I have not gone through a test to see if Armenia 
has supported the United States and the United Nations, if that is 
what you are asking. 

Mr. Wolf. Do you think that might be a good thing, to look at 
some of these things, since the need is so great around the world? 

Mr. Danilovich. Well, this is not a reward program for voting 
with the United States; it is a program to reduce poverty and sus- 
tain economic growth. 

Mr. Wolf. But there is enough poverty in a lot of countries. 
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Mr. Danilovich. There is, and we only have countries that par- 
ticipate who pass our criteria. We are not necessarily a need-based 
program. It is need combined with passing our criteria of good 
democratic governance. 

Mr. Wolf. Let me ask one other question. Compare the dollar 
value now to the dollar’s strength, say, in the year 2001. What 
would your budget be if you were to compare that? 

Mr. Danilovich. We have not done a projection on that. The dol- 
lar depreciation in countries has varied. It is very hard for me to 
give a ball-park figure for over 16 countries. 

Mr. Wolf. Can you look for us? 

Mr. Danilovich. I would like to revert to the Committee on that. 

Mr. Wolf. Madam Chair, I would like to ask if you have some 
outside group that can objectively look and say that this has been 
a tremendous program, it has worked very, very well, but here are 
some of the areas that you may want to change, or here are some 
failures that we have learned from, more than just having the ad- 
ministration, the ambassador, be the one. 

Mr. Danilovich. Congressman, we do have a number of organi- 
zations — CSIS, the Center for Global Development, and others — 
who have issued reports on the MCC from time to time. 

Mrs. Lowey. I would suggest that we continue that dialogue and 
evaluate and have further discussion of your suggestion. 

Mr. Danilovich. Thank you. 

Mrs. Lowey. Thank you. Mr. Jackson. 

Mr. Jackson. Thank you, Madam Chair. Thank you again, Am- 
bassador Danilovich, for your testimony. 

Let me apologize for the three hearings that I have at exactly the 
same time between here, Labor, and the Agricultural Sub- 
committee. Let me also take this opportunity to welcome Chair- 
woman Lowey back from her brief illness. 

Congressman Kennedy approached me in the hall a few moments 
ago regarding the Cape Verde contract. As you well know, Ambas- 
sador, one of the first MCC compacts was with Cape Verde. In fact, 
MCC really learned how to implement many of its programs 
through lessons learned in its relationships with Cape Verde. 

Here, we have a 30-year democracy, not just an African nation 
but a 30-year democracy, and many of the contracts were not let, 
and yet, during the lessons-learned period, the time expired with 
Cape Verde, the five-year compact reorganization time. 

Patrick and I would like to know what can be done to reopen the 
Cape Verde considerations and what can be done to provide them 
with an extended timeframe, if necessary, for which they can close 
any negotiations that need to be closed so that they may take ad- 
vantage of the MCC. That is a concern of Patrick Kennedy’s. 

I would like to ask one other question before we get to the second 
round. Ambassador, during your hearings in the last three years, 
you and I have discussed the philosophical role of the MCC as one 
of the tools in our foreign aid and development toolbox. In the past, 
I have been critical not of the role of the MCC but of the adminis- 
tration and what I perceive to be the shortsighted practice of ask- 
ing for huge increases for the MCC, on the one hand, and request- 
ing cuts to programs like development assistance and child survival 
and health, on the other hand. 
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I have been critical of this practice in the past because it does 
not seem as though there is any rhyme or reason to our develop- 
ment agenda. 

Last month, the Subcommittee held a hearing on foreign assist- 
ance reform in which several witnesses highlighted the need for 
better coordination of U.S. foreign assistance. Going forward, Am- 
bassador, how do you see the MCC fitting into the overall U.S. for- 
eign-assistance landscape, and should we coordinate the MCC’s ef- 
forts with our overall development agenda? And, recognizing that 
my time is coming quickly to an end, I was asking my colleague, 
Mr. Schiff, a few moments ago, when I was looking at how Chart 
1 defined and allocated U.S. dollars, I noticed a distinction between 
program administration and oversight and monitoring and evalua- 
tion, two percent monitoring and evaluation, nine percent program 
administration and oversight. 

Is not monitoring and evaluation part of program administration 
and oversight, and, really, are not we looking at 11 percent of MCC 
funds being spent on the bureaucracy of the MCC? I thank you, 
Mr. Ambassador, and thank you, Madam Chair, for the time. 

Mr. Danilovich. Thank you, Congressman Jackson, and thank 
you, Congressman Kennedy, for being here also. You and I have 
had the opportunity to discuss your interest in Cape Verde pre- 
viously, and it is an ongoing interest on our part, not only for us 
to make sure that the Cape Verde compact is completed in its en- 
tirety; we are working very closely with the MCA entity there to 
make sure that Phase 2 of the ports is done, and we are confident 
that that will be achieved. 

Should there be a necessity for an extension, we will return to 
the Committee, and we will return to Congress, to see if that is 
possible to do. 

It is our hope that countries within the MCC program will per- 
form well, not just on the implementation of their programs but on 
the performance of their indicators, and, if that is the case, we 
hope that the Committee will allow us to have a concurrent com- 
pact with those countries that are performing well in both streams 
and, perhaps in the future, if it is possible to have a concurrent 
compact with a country that is doing well in their performance on 
both streams, to give them a second compact in the middle of their 
programs to encourage them to continue with reforms and to en- 
courage them to continue with their development programs. 

So we intend to work fully with our countries. It is a partnership. 
It is a partnership, not only with regard to rescoping and rede- 
fining the programs but to extending the programs. We want peo- 
ple, countries that have joined the MCC program, which is not an 
easy program to be part of, to remain part of it. We want to engage 
with them to make sure that happens, and we want to continue 
that relationship as long as they are doing their responsibility of 
program implementation, country ownership, as well as perform- 
ance on the indicators. 

I want to encourage Cape Verde to continue, not only on imple- 
mentation, but also on the performance of their indicators. 

Congressman Jackson, with regard to overall donor coordination, 
I think it is important to point out that the international affairs 
budget has increased dramatically over the last decade. We work 



176 


very closely with other organizations within the U.S. Government, 
with USAID. In fact, as you know, USAID implements our thresh- 
old program. In addition to that, we work with them in a number 
of countries, and, in fact, the U.S. Global Leadership Conference 
has said that in the majority of MCC countries, aid has increased, 
in fact, and not diminished overall. 

It is not a versus situation, one against the other, a combat situ- 
ation between the Millennium Challenge Corporation and USAID. 
We believe fully in core funding of all U.S. development programs. 
We very much support that. Our little niche represents only six 
percent, our request, only six percent, of the overall practically $40 
billion budget, and it is hard to imagine that this six percent actu- 
ally causes such angst within the donor community itself when it 

is, in and of itself, so small. 

It is also important to remember that we are not the same as a 
number of other U.S. government agencies. You created us to be 
different. That is what we are all about. You did not create another 
agency to be the same as what was already existing. You defined 
us by our criteria. You defined us by our good standards. You de- 
fined us by the reduction of poverty and sustainable economic de- 
velopment over the long term. 

This is not an urgent program. This is not an immediate pro- 
gram. It is a program that is there to achieve results, to reduce 
poverty, and sustain growth on a permanent basis. That is what 
we are all about. That is what is happening now. Those are the re- 
sults that we are seeing now in country after country after country, 
and whether it is CGD which first supports that or CSIS, or the 
other organizations, or a new, comprehensive analysis of what we 
have achieved, those achievements are naturally in the natural 
progression of programs, whether they be infrastructure or agri- 
culture or education or health, now coming onstream. 

We very much believe in all development programs. Countries 
come to us with infrastructure programs. They look at that as 
being the backbone of sustainable development. We also have a 
commitment, a strong commitment, within the MCC, to health, and 
I think you are aware of those health programs that we do have; 
to education, and we have outstanding education in the MCC. 

But, generally speaking, these programs, which are country- 
sourced, country originated, country initiated, come to us with in- 
frastructure programs, and we do coordinate those with the other 
U.S. Government organizations. We are working with OPIC in a 
number of countries, we are working with PEPFAR in a number 
of countries, and with USAID in many, many countries. 

May I have a closer look at those figures that you have quoted 
and revert to the Committee on that? Thank you, Congressman. 

Mrs. Lowey. I want to thank my colleague for bringing up the 
coordination issues. I do not want to pursue at this point, but, in 
our travels to many of the countries, everyone may be working on 

it, but it is still not good enough, and you and I both know that. 

Let me turn to Dr. Weldon. 

Mr. Weldon. Thank you, Madam Chair, and thank you, Mr. Am- 
bassador. I appreciate the work you do. I was very supportive of 
the creation of the Millennium Challenge Account and the prin- 
ciples defining the program. I thought it was very important, actu- 
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ally, that we try to do this, and I believe it is really too early to 
pass judgment on the success or failure. I think it is going to take 
a considerable amount of additional time before we can develop the 
accurate measures. 

I have never actually looked at all of your 17 qualifications, but 
one of the things that I have been interested in is the role of 
women and their access to education and the economic system, and 
the suppression of that, particularly, actually, in Muslim countries 
where some of that is religiously rooted or traditionally rooted, and 
its negative impact on economic growth. 

I noticed you have several predominantly Muslim countries that 
you have entered into, or you are about to enter into, and monies 
have been disbursed. Is that one of the 17 criteria? Do they have 
to have free and open access for women into the economic system 
and the educational system, because I know this is a problem, par- 
ticularly women in some of the professional fields — engineering and 
science and things like that. 

Mr. Danilovich. Thank you, Doctor, for your question. If I could 
make a comment, I actually do not think it is too early to pass 
judgment on the MCC. I think, as we move out of our fourth year, 
that it is possible now to pass judgment on the MCC, even in this 
early stage. 

There is more good news yet to come, but there is already strong 
indication of very good results, very good news, on our programs, 
that the MCC incentive effect is working, that there are tangible 
results with regard to sustainable development, that these pro- 
grams are beginning to roll out, whether they be an infrastructure 
or agricultural or educational. 

Mr. Weldon. Well, if I could get you to pause for a second, I 
think what Ranking Member Wolf was getting at is how do we get 
some objective measures of that? 

Mr. Danilovich. Right. 

Mr. Weldon. We are going to have a change of administration 
in a few months, and there is going to be a lot of reevaluation, I 
think, no matter who is in the White House. So it would be very 
useful if we could have some good, objective, credible measures of 
that. 

Mr. Danilovich. With regard to your question, with regard to 
women and gender, the Women’s Edge Coalition here in Wash- 
ington has pointed out that the MCC has perhaps the best gender 
policy of any U.S. government agency. We have, in fact, a gender 
specialist within our organization — we have had that now for over 
a year — who is specifically dedicated. 

Mr. Weldon. Okay. Let me put you on pause for that one. Okay? 

Mr. Danilovich. Yes. 

Mr. Weldon. You have got several Muslim countries here, and 
what I have been told is this is a huge problem in the Muslim 
world. You have got one here, Morocco. How do you go about doing 
that? Is it a fact that women in Morocco have free access to the 
educational system? They can enter into the workforce. They can 
drive, et cetera. 

Mr. Danilovich. I am very pleased you have asked that question 
with specific reference to Morocco. It is a problem, a challenge, in 
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the developing world, in general, and in the Muslim world and in 
Morocco. 

With specific reference to Morocco, I was just there two weeks 
ago and spent a considerable amount of time with the minister, a 
woman, who is in charge of gender, and we worked very closely in 
Morocco and in all of our countries to ensure that women partici- 
pate fully in the consultative process which results in the compacts 
and that they participate fully in the program. 

This takes the form of a number of areas. For example, in the 
fishing and in the agricultural programs, which I visited in Mo- 
rocco, there are women who are involved in both of these programs, 
as well as in the artisan craftsman work that is being done. 

Mr. Weldon. So let me put you on pause again. 

Mr. Danilovich. Sure. 

Mr. Weldon. So you look for program-specific access. You do not 
look at the society in general in terms of restrictions placed on 
women. 

Mr. Danilovich. In Jordan, we have a threshold program. It is 
a small program which specifically targets municipal government 
development, and in that program there are specific targets for 
women’s participation in government, and in recent provincial mu- 
nicipal elections, I think 258 women were elected to council posi- 
tions. This is an attempt, in Jordan and in Morocco and in all of 
our countries, Muslim or otherwise, to incorporate women into the 
overall thrust of poverty reduction and sustainable development. 

Mr. Weldon. Very interesting. Well, this is something I would 
like to follow up with you, Madam Chairman. I think it is a very 
important issue. Is my time up? 

Mrs. Lowey. Yes, it is. We will get back to you again, and I 
would love to follow up with you. As you know, I have spent a lot 
of time on this issue 

Mr. Weldon. Yes, I know. 

Mrs. Lowey [continuing]. And I would appreciate your input, 
and, again, we are going to miss you. 

Mr. Weldon. Thank you. I am going to miss you, too. 

Mrs. Lowey. So I look forward to working with you. Thank you. 

Mr. Danilovich. Madam Chairwoman, I know this is subject 
which is of interest to you, specifically with regard to women. You 
know we have a girls primary education indicator, which a country 
must pass, and we also have a significant program, Burkino Faso, 
both in the threshold and what will hopefully be their compact pro- 
gram, which is dedicated to education, specifically to women. 

Mrs. Lowey. Let me thank you very much, and having just dedi- 
cated, not too long ago, a wonderful girls’ school in Pakistan, I am 
very well aware, and I am sure we are all very well aware, we 
barely made a dent in that issue. So we have a lot more work to 
do, even though we can point to some successes, and I look forward 
to the dialogue. Mr. Schiff. 

Mr. Schiff. Thank you, Madam Chair. Ambassador, let me ask 
you about a couple of different areas, one more general, one more 
specific, and this regards the threshold program and eligibility. 

The program is intended to focus on countries that are on the 
cusp of eligibility to incentivize them to undergo further reforms so 
that they will be eligible for the MCA compact. Some countries, like 
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the Kyrgyz Republic, which failed every governance indicator the 
year they were selected, and all but one year, the year they signed 
their threshold agreement, have been included. 

In 2009, you have added Mauritania, a country that fails all 
three democracy indicators, fails all five indicators in investing-in- 
the-people category, and has shown little overall progress in the in- 
dicators over the last several years. 

Other countries that were closer to passing the indicators were 
not selected. This race is, I think, a substantial question about why 
are we including in the threshold category countries that do not 
seem to be good candidates? And then we have sort of a second 
threshold category: Why are we passing over other countries that 
are more promising? Are we using some of the criteria that Mr. 
Wolf would like to see us use but maybe is not the design of the 
program in picking and choosing to elevate certain countries 
through the threshold that may not belong there or may not really, 
at any time in the near future, meet the criteria for a compact? 

Then, second, I am interested, and I do not put Jordan at all in 
this category — I put Jordan in the “most promising category,” but 
I am interested in how the two-year-old threshold agreement with 
Jordan is going. That is focused on strengthening municipal gov- 
ernance and modernizing their customs administration in light of 
the municipal elections, the national elections last year. I would be 
curious to see how you think Jordan is developing. 

Mr. Danilovich. Thank you, Congressman Schiff. The threshold 
program is one which the MCC began a few short years ago, and 
you are correct in saying that it is targeted at countries who indi- 
cate that they have performance weakness on our indicators. If 
they had passed the indicators, they would not be part of the 
threshold program. 

The point is to find where countries have done poorly on these 
indicators and where we have the hope, because of political will 
and because of reform efforts already underway, because of indica- 
tions made by their government, they will try to move forward in 
the democratic sphere, in the investing-in-people sphere, and in 
other areas where there are certain weaknesses, and for the sake 
of a broad-brush comment, it is usually with regard to corruption 
and customs that countries have weaknesses on their indicators. 

We would hope that in all of these threshold countries that we 
can move them along in the right direction, and this has, in fact, 
happened in a number of threshold countries who have become now 
compact eligible and some of whom received compacts. 

Mr. Schiff. I understand that that is the general justification. 
That does not explain, though, why you have elevated countries 
that show far less promise in meeting those threshold requirements 
and not included countries that show far more, that have been 
more successful and more promising. What criteria are being used 
because, plainly, some of the MCC public criteria do not seem to 
be 

Mr. Danilovich. We, in fact, explore very closely the perform- 
ance and the potential for performance improvement in these coun- 
tries before we enter into these programs. In most countries — in 
fact, without exception — we have been satisfied with the perform- 
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ance that has been made, even if it has not quite pushed them over 
in the 365-day, annual assessment process of the indicators. 

In Jordan, with specific reference to your question, we are very 
pleased with the progress that has been made there, and, I think, 
if you have some more information, I would be very happy to give 
you specific information on Jordan with regard to municipal elec- 
tions and customs. There has been progress made. It remains to be 
seen whether or not 

Mr. Schiff. I am sorry, Ambassador. Before we get to Jordan, 
though, I still want to drill down a little bit on my first question, 
which is, if you have, let us say, 15 criteria, and you have countries 
that make little or none of them, but you include them in the 
threshold program, and we have other countries that made a third 
or half of them that plainly are further along the path towards 
meeting the criteria, why are you picking countries that are further 
from eligibility? 

You are clearly not solely using the public criteria of the MCC, 
so what are you using? What are the hidden variables? 

Mr. Danilovich. Well, there are no hidden variables involved in 
this. We look at their performance on the indicators and what we 
believe their potential is to improve on that performance. 

Because we have so many countries, 15, that are in our threshold 
program, aside from talking about Jordan, which I would like to 
give you a specific report on each of those countries: why they were 
chosen, what they have done, and what impact it has had on their 
indicator performance, I think that would go a long way in illu- 
minating how our threshold program works. 

Mr. Schiff. I guess we will need to follow up because I am still 
not clear. If you have 10 countries that you are looking at for 
threshold eligibility, and you are not ranking them in the order of 
the number of criteria they already meet, then there must be some 
other criteria being employed. There is no reason otherwise to pick 
a country that fails all of the criteria over a country that meets five 
of the 15 criteria. 

So I still do not understand very specifically how Kyrgyz and 
Mauritania leap ahead of countries that show more promise of at- 
taining eligibility. So if you can get back to me, if you cannot an- 
swer me today, why are those countries and some others leaping 
ahead of others that show more promise? What criteria are you 
looking at beyond the 15 public criteria? 

Mr. Danilovich. Thank you, Congressman. I would like to have 
the opportunity to revert to you on that, if I could. 

Mr. Schiff. Okay. 

Mr. Danilovich. Thank you. 

Mrs. Lowey. Actually, just to add to my colleague’s question, I 
would like to know why a threshold country that is failing in the 
corruption and customs, which you are saying are the areas that 
they usually fail, getting a second threshold compact, such as 2009 
Indonesia, Kenya, and Uganda; and 2008, Albania, Zambia, and 
Paraguay? It seems to me that sends a signal, well, if you do not 
straighten up your corruption, we will give you another one. Take 
some more time to straighten it up. 
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I would think that I would want to say to a country, “If you do 
not clean up your act, you are not going to get a compact. Forget 
it. You are out of the queue.” 

So I think that Mr. Schiff asked a very important question that 
I would like to follow up on with regard to threshold 

Mr. Danilovich. Threshold. 

Mrs. Lowey [continuing]. Compacts. Thank you. 

Mr. Crenshaw. 

Mr. Crenshaw. Thank you, Madam Chairman. Along those lines 
of the criteria, I want to ask you about human trafficking. You 
know, it is unbelievable that that still goes on in the 21st century, 
and I know our country has been a leader in trying to get a cam- 
paign against that, to make the world aware of it. I think we have 
got a long way to go. It is amazing how disinterested people are 
that people are bought and sold in today’s world. 

The TIP’s Report that I read every year indicates that we were 
making some progress around the world. More countries are taking 
an interest in that, and I know it is one of the criteria that fits in 
one of MCC’s 17 criteria, but I would like you to talk about that. 

Where does it fit? What do we do to monitor it? I was looking 
at some of the stats, and out of the 16 compact nations, only one 
is a Tier 1 country that is fully compliant, or, at least, trying to. 
Eight of the countries are on Tier 2. They are working at it, but 
three of the countries that we give money to; they are on the watch 
list. 

So what do we do? How do we monitor that with the countries? 
What do we say to them? How do we know what is going on? How 
can we encourage them to change things? Talk about that, how 
that fits in these criteria, and how long do we allow it to go on be- 
fore we say you have got to change your way? 

Mr. Danilovich. Trafficking in persons is a subject of great con- 
cern to us. It is rampant throughout the world. It is unimaginable, 
as you have said, that something such as this exists with men and 
women and young boys and young girls, but it is a reality that we 
are all very much aware of, and that it exists in some of our coun- 
tries, as you have just pointed out. 

It is something which falls under our “ruling justly” category. It 
is something that we monitor, along with our other indicators, as 
well. We follow very closely the annual report which comes out that 
you referred to, and we make it very clear to the countries that we 
are involved with that we will not tolerate their poor performance 
in this particular area, particularly if they end up on the watch 
list. 

We have had instances where this has been done, and we will 
continue to monitor and evaluate that very closely and keep a close 
eye on it. 

Mr. Crenshaw. You know, I was looking through the criteria, 
like “ruling justly.” Most of the countries get the green line. Where 
does it fit in, “ruling justly”? Is it 10 percent, 20 percent, 50 per- 
cent? Because it seems like trafficking ought to be seriously evalu- 
ated and to still be able to meet that criteria when you are not 
complying with the watch list of the TIP’s Report. What kinds of 
conversations do you have with the country? How do you monitor 
it, and what kind of response do you get? 
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Mr. Danilovich. We obtain information, on an annual basis, 
from our indicator assessors. In the civil rights category, “ruling 
justly,” what you see on the sheet that has “ruling justly, economic 
freedom, and investing in people” has individual categories. In fact, 
underneath each one of those, there are four, eight, 16, 32 cat- 
egories that all feed into that. So, in fact, each indicator is probably 
a compilation and a cumulative report, on perhaps 60 or 70 assess- 
ment indicators that go into civil rights or political liberties, what- 
ever it may be. 

I cannot give you a percentage of what TIP affects the indicator 
performance. I would, however, like to give you a very thorough re- 
port on how we have engaged with countries that have been in vio- 
lation that are on the watch list and a more thorough discussion 
of where the TIP component comes in, what quantification it has. 

Mr. Crenshaw. Thank you, Madam Chairman. Is my time up? 
Okay. Just real quick. 

Mrs. Lowey. Go ahead. 

Mr. Crenshaw. Thank you. Welcome back, Madam Chairman. I 
am glad you are back. You look great. 

Just real quick, when we award an account, and then somebody 
is going to build a road or build a utility plant, do we give the 
United States any preference? Should we give them preference? Is 
there a downside to that? Briefly, tell us about that. 

Mr. Danilovich. Sure. The MCA, which is the entity which im- 
plements these programs in country, if you want to call it a “joint 
venture” company, it is not exactly, but the accountable entity that 
does exist awards those contracts to contractors to perform on 
roads or canals, or whatever program it may be. There is a Buy 
America clause in them, but we are very transparent in our bid- 
ding process and the whole procurement matter. These are all on 
the Web site. It is open to international competition. 

American companies participate very aggressively in many of our 
countries and many of our programs, but we also hope to encourage 
countries to build their own economies and their own capacity to 
participate in these programs. Often they do not have that ability 
but can do so on a subcontractor basis, even if they cannot be 
awarded the main contract, which perhaps might go to an Amer- 
ican company. 

Mr. Crenshaw. Would there be a downside in having a pref- 
erence for 

Mr. Danilovich. Well, there would not be a downside, specifi- 
cally, no, and many American companies are international opera- 
tors in these particular types of infrastructure projects throughout 
the world and do bid and do get our contracts. 

We also, as I mentioned, like to encourage countries to develop 
their own industries and their own support capacities. 

Mr. Crenshaw. Thank you. Thank you, Madam Chairwoman, 
and welcome back. 

Mr. Israel. She is back and better than ever. You do have a 
great group of members and an excellent staff, too. 

Ambassador, my primary interest is in Congress’s renewable en- 
ergy and the cost of oil and renewable energy opportunities 
throughout the world. 
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According to your testimony, the greatest external pressure on 
cost has been crude oil, the crude oil price index, a 72-percent in- 
crease in the index. You are investing about five percent of the 
total value of MCC compacts on energy projects. I see you have a 
project in Tanzania. I am not sure what it is, but it says “energy.” 

Mr. Danilovich. Yes. 

Mr. Israel. In Georgia, you are doing some emergency repairs on 
the north-south gas pipeline. I would like you to briefly elaborate 
on what you are doing with respect to energy infrastructure. Are 
there opportunities to help economic development projects in re- 
newable energy? There are countries in the world that have nat- 
ural resources that can be used for renewable energy. 

Then I would like to arrange a follow-up meeting with you so we 
can delve into this further because I would also want to yield a 
minute of time to Mr. Kennedy. Thank you, Ambassador. 

Mr. Danilovich. Thank you, Congressman Israel. It is important 
to bear in mind, as I know you all know that these programs are 
country sourced. They are programs that are designed by the coun- 
tries for themselves for their own solutions for their own problems. 
They are programs which we fund with our grants, but they are 
their programs, which they create, and, although energy is a sig- 
nificant impact on all of our programs, it is true that they are a 
small representation of our overall activities. 

In Tanzania, there is an electric cable which is being run from 
the mainland to Zanzibar, which suffers from electrical blackouts 
and brownouts and power shortages, which will secure electricity 
on that island. There is also a hydro-electric program in Tanzania 
which will help with regard to the supply of energy there. 

In Georgia, the north-south pipeline is critical for the supply of 
energy, gas, heating, and electricity in the country. The repairs 
there have been completed on that pipeline. It is critical for their 
commerce and for their domestic tranquility, frankly. 

In a number of countries, again and again, the question of energy 
comes up, not only with those countries that have capacity for geo- 
thermal energy but those countries that have capacity for wind, 
oleic energy, et cetera. 

I was in Central America recently, and, in those three specific 
countries — Nicaragua, Honduras, and El Salvador — each of the 
presidents have mentioned their desire, specifically in their own 
countries, to have energy programs, which they dramatically need, 
and they have also expressed a desire, in and of themselves indi- 
vidually, not collectively, to work on programs together in that spe- 
cific area. 

I would like to digress for one minute, if I could, with regard to 
Nicaragua, where there have been significant advances and results 
in the programs there, specifically in agriculture. I went with 
President Ortega, and we have had a very complicated relationship 
with his country over the 

Mr. Kennedy. Mr. Ambassador, if I could. 

Mr. Danilovich. Yes. 

Mr. Kennedy. If you could follow that up with him and his office, 
that would be great because I would like to get in something really 
quick, following up on the question of Mr. Jackson. 
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It is great that you say that you might be able to recompact with 
Cape Verde in an interim or succeeding compact, but, you know, 
I can say Stahi’s — was terrific, and he is running a great job. MCC 
readily acknowledges that Cape Verde was one of the first com- 
pacts, and there was a learning curve. 

Mr. Danilovich. Yes. 

Mr. Kennedy. And Cape Verde paid the price for that learning 
curve. It was not able to get the projects up and going the way 
some of the later compacts were. So it should not be held respon- 
sible for MCC’s learning curve, is the point I am trying to make. 

Mr. Danilovich. Yes. 

Mr. Kennedy. Now, the biggest project on the island is the port, 
and that port cannot be completed in the five years. 

Mr. Danilovich. That is right. 

Mr. Kennedy. And that is the lifeblood of Cape Verde. For them 
not to be able to complete that because of the learning curve of 
MCC is not fair, and we have got to work something out here, and 
I am looking to get your help to do it. Either we get some legisla- 
tive language to fix this thing, or something has got to give because 
it is not Cape Verde’s problem, and it is not a matter of your indi- 
cators. This is not an issue of indicators. 

Mr. Danilovich. No. Congressman, we will do all that we can to 
make sure that Cape Verde succeeds in its implementation of its 
compact. 

It is important to point out that the learning curve in a partner- 
ship is on both sides, and the Cape Verdeans, with all due respect 
to them, had a very difficult time in moving their programs for- 
ward. 

There is also, and I think it is important to point this out, a 
problem with their performance on the indicators. But regardless 
of that, regardless of these factors, regardless of the learning curve, 
and regardless of the indicators, both of which I give you my com- 
mitment that we will work on, we do not want to not succeed in 
any of these countries. We want to do what we have committed to 
do. We will work to see those done in the end. 

Mr. Kennedy. Well, the devaluation by $50 million is a big 
change, and I do not know why that was not factored into the first 
MCC in the language, but that is a big fly ball. 

Mr. Danilovich. Yeah. There are a number of factors on the 
Cape Verdean side that have affected those adjustments. I can as- 
sure you, we will work to see those programs done. 

Mr. Kennedy. Thank you very much. 

Mr. Israel. Madam Chair, I just want to reiterate, if the ambas- 
sador would send someone up to my office, in the near future, to 
delve into the renewable energy issues, I would appreciate it. 

Mr. Danilovich. Yes, by all means. 

Mr. Israel. Thank you, Madam Chair. 

Mr. Danilovich. Thank you. 

Mrs. Lowey. Thank you for your work on this issue. Mr. Kirk? 

Mr. Kirk. Thank you, Madam Chair. I will not be out-sucked-up- 
to, so I just want to say, you look fabulous. 

In November, the Millennium Challenge got the results of their 
audit from your outside auditors, and it said that MCC’s internal 
controls over financial reporting and its operation contain signifi- 
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cant deficiencies, and these are material weaknesses. In two inci- 
dents, noncompliance was cited with federal law and regulation. 

The MCC did not sufficiently execute monitoring functions re- 
lated to advances. It had a lack of written policies and procedures 
of financial reporting. It did not comply with the Federal Financial 
Management Improvement Act. It did not comply with the Federal 
Information Security Management Act. 

Just for those of us not in accounting, material weakness is a sig- 
nificant deficiency, designer operation for internal components, 
which causes the attention of the leadership. I am particularly con- 
cerned on the potential violations of the law in two key financial- 
reporting statutes. 

Their auditors also cited that MCC does not have a property- 
management system. This is in the November audit. MCC chief fi- 
nancial officer not part of the compact grant process, material 
weakness. MCC not complying with GIPRA or Management Act. 
Not the greatest audit to see from somebody with $7 billion. 

Mr. Danilovich. Congressman, it is important to also point out 
that the Office of the Inspector General has, every year for the last 
four years — 2004, 2005, 2006, 2007 — given us an unqualified, clean 
audit. We have just received our fourth clean audit, unqualified 
audit, since our existence. 

The points which you have brought up are those which we are 
dealing with very aggressively. With the cash balances, we now 
have instituted a common payment system, CPS, which is directly 
addressing that question, and it will eliminate most cash balances 
in countries in the immediate future. 

We have also set up a bid system, which is business intelligence 
and data storage, which allows countries to report progress on their 
development programs so that we are able to more closely monitor 
and evaluate them. 

With regard to FISMA, a point which you have brought up, there 
were 10 specific findings in 2007, eight of which have been closed 
already. We work closely, and transparently, with the IG. They 
charge us a significant amount of money. They are with us on a 
daily basis. We welcome that opportunity. They have pointed out 
certain weaknesses in our organization, all of which have been ad- 
dressed. There are no violations of the law. 

The points I would reiterate again, with regard to our audits, 
they are clean and unqualified. The points which we have men- 
tioned, 10 initially; eight have been closed. We are fully addressing 
the remaining two points. We are very much aware of this and very 
much in control of working with the IG to address any weaknesses 
which we have in our internal administrative structure. It is some- 
thing which we take very much to heart, and we welcome their 
day-to-day involvement in our activities. 

Mr. Kirk. You can imagine, when you say “significant defi- 
ciencies that are material weaknesses,” I mean, an unqualified 
audit means the auditor feels that they are accurately reporting 
the subject’s position, and that accurate reporting says “material 
noncompliance with laws and regulations.” 

Mr. Danilovich. Right. Well, in those 10 instances that you have 
pointed out, I have mentioned that we have addressed and closed, 
not by our opinion but by their opinion, closed those matters. So 
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whatever the significant weaknesses were, they were addressed 
and dealt with and do not exist any longer, and that is what the 
purpose of the IG is. 

Mr. Kirk. I just hope, by the time of the markup, it is 100 per- 
cent. 

Mr. Danilovich. I hope it is, too, and I can assure you, it will 
be. And I would very much like to report back to you as soon as 
we hit that 100-percent mark. 

Mr. Kirk. Yes. 

Mr. Danilovich. Thank you. 

Mr. Kirk. Thank you. I just want to get your cash position, too. 
You have given roughly $7 billion, and the total disbursed, as of 
February 2008, is $300 million. 

Mr. Danilovich. Slightly over $300 million has been disbursed 
to date. By the end of this year, that figure will be more than dou- 
bled, close to $650 million. By the end of the financial year, 2008, 
MCA country entities will have signed $1 billion, in excess of $1 
billion, in contracts. 

That is the natural evolution of projects. That is a progress that 
one can be satisfied with, and I am pleased that, although the 
startup has not been as rapidly as we would have liked, that the 
trend is dramatically in the upward direction, both in terms of dis- 
bursements and in terms of commitment. Commitments over $1 
billion at the end of this financial year, eight months from now, is 
a huge step forward, and that will continue dramatically in 2009. 
That is the way it should be: 2006, slowly, 2007, 2008 more, 2009 
more, 2010 more. That is the way these projects work. 

If you look at some of the material which you have, it shows the 
curve of infrastructure projects, not ours, but general infrastruc- 
ture projects, with regard to disbursements over the life of a pro- 
gram. They are slow to start out with. There is a huge amount of 
engineering, feasibility, refeasibility work that has to be done be- 
fore the money gets sent out. We have to have a strong foundation 
before we disburse the money. We are building those foundations. 
Those foundations are now being built upon. That is why the dis- 
bursements, and the commitments, are trending upwards. 

Mr. Kirk. I would just say, we often get a call. Our chairman will 
get a call from our full committee chairman about the unobligated, 
nondisbursed balances. You have got Rodney sitting behind you. I 
have known him for 20 years, and, boy, this program becomes a 
ripe target when the full committee chairman calls, with numbers 
like this. 

Mr. Danilovich. I thank the Chairwoman as well as Members 
of this Committee, on the change from the dramatic trend which 
we are now seeing. 

Mr. Kirk. Thank you, Madam Chair. 

Mrs. Lowey. Thank you. Ms. McCollum. 

Ms. McCollum. Thank you, Ms. Chair, and thank you for your 
work on this, Ambassador. We have kind of talked about the exten- 
sion and the threshold compacts a little bit, but I want to get a lit- 
tle more specific with it. 

Madagascar visited many of our offices. They are a country that 
is on the move, well organized, and trying to really do what is right 
for the people that they represent. 
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So I want to kind of talk about this whole idea of thresholds and 
extensions. As the requests for extensions will double, and as MCC 
matures, you are going to have to balance, and you are going to 
have to have flexibility for maximized effectiveness with the need 
to hold firm on deadlines, for the sake of fairness to other coun- 
tries, as has been pointed out. 

So I think, if you have more information to share with the Com- 
mittee on that, that would be helpful. 

As second compacts move forward, it raises more questions for 
me about the integration of MCC with other U.S. foreign assistance 
agencies. So what steps have you taken to improve integration with 
USAID? 

Now, threshold countries — I was on the Policy Committee — we 
were not talking about that in the original MCC, and the fact that 
USAID is now charged with helping threshold countries with what 
I know is going on with their funding makes me wonder how 
USAID is doing with helping Madagascar reach some of 
Madagascar’s legitimate poverty-reduction goals, for example, re- 
ducing child mortality, improving maternal health, combatting 
HIV/AIDS, malaria; in other words, a healthy population so that 
you have a healthy workforce, children healthy enough to go to 
school. 

So what can you tell me about your working with USAID be- 
cause, quite frankly, as I have watched programs get cut, programs 
that save children’s lives — early intervention, education for girls — 
as we struggle with that, and now the president, through his pro- 
gram — we talk about earmarks — this is presidential initiative, 
MCC — to now reach down to USAID and say, “Hey, we need you 
to bring these countries up.” 

Your goals and objectives might be radically different than the 
goals and objectives of this Committee for what USAID’s focus 
should be, especially in maternal child health and child survival 
and even child marriage. 

Mr. Danilovich. Thank you, Congresswoman McCollum. I un- 
derstand that Henrietta Ford will be before the Committee later 
this week, and I am sure she can very competently answer your 
questions with regard to USAID’s activities throughout the world 
and those specific areas. 

I do not know if the Committee is aware of the fact that we pay 
USAID to implement our threshold programs, so it is not an added 
burden on their budget to implement our programs. We do this, 
rather than having to incur the burden ourselves of hiring per- 
sonnel and sending people out to countries where USAID already 
has personnel, bearing in mind, these are small programs, some- 
times $20 million, $25 million, $50 million, and they are paid a 
percentage of that program through 

Ms. McCollum. Madam Chair. Sir, could you provide us all of 
those pass-throughs because, in fact, if that is not an increase in 
what they are doing, it is just shifting the focus of what they are 
doing. Do you understand what I am saying? 

Mr. Danilovich. I understand. 

Ms. McCollum. Even if you are not taking it out of their budget, 
you are still taking it out of their focus and their stated goals and 
objectives. I am not saying it is a bad thing. 
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Mr. Danilovich. Sure. 

Ms. McCollum. I am just saying, we really need to follow the 
numbers, follow the money, and follow what is happening in these 
countries because, quite frankly, one of the things Madagascar is 
very concerned about is their population growth. 

Mr. Danilovich. Yes. 

Ms. McCollum. Madam Chair, they need more money for family 
planning. But in USAID, even if it is a pass-through to work on 
other governance issues, that is less money, less time, less energy 
that USAID has to put into voluntary family planning, letting fam- 
ilies, married couples, choose what is best for them because their 
population is — what is it? It was more than 50 percent, like, under 
13 and growing. They cannot sustain that. 

So they were saying, “Hey, folks. Where is the help on this, if you 
really want to help us meet our poverty reduction?” 

So I look forward to having that so when we talk to USAID, we 
can follow up. Thank you very much. 

Mr. Danilovich. Thank you very much. 

Mrs. Lowey. Ms. Lee. 

Ms. Lee. Thank you very much. Good to see you, Madam Chair- 
man. 

Mrs. Lowey. It is nice to be back. 

Ms. Lee. Welcome back. You look great, wonderful. 

Hi, Mr. Ambassador. It is good to see you again. 

Mr. Danilovich. Very good to see you. 

Ms. Lee. Thank you again for being here, and, of course, you 
know I am going to follow up on our discussion. Thank you for the 
meeting, and you know my concern with regard to the involvement 
of minority- and women-owned businesses in MCC and how you 
are proceeding with your contracting. 

Now, as a former business owner, and I know we talked a little 
bit about this, you are using the existing contract vehicles — the 
blanket-purchase agreements, the indefinite-delivery, the indefi- 
nite-quantity contracts — and I know that these types of contracting 
mechanisms provide real barriers to the inclusion of minority- and 
women-owned businesses. 

Now, I understand also, and you told me about your website, 
which was great, some of the services that you are actually pur- 
chasing include agriculture, consultant services, environmental and 
engineering consulting services, impact evaluation assessment 
services, financial management services, and legal services. 

I know there are qualified minority- and women-owned busi- 
nesses in all of these sectors, and so what I want to ask you is, how 
are you now approaching your contracting vehicles to be more in- 
clusive of our wonderful firms throughout the country which reflect 
the diversity, not only in our own country but in MCC’s countries 
where, of course, we have historical and cultural connections? 

Also, how are you conducting your outreach — we talked a little 
bit about that in our meeting — to minority-owned firms? Are you 
doing advertising? Are you doing the workshops, seminars? Just 
what exactly are you doing? Do you have any goals? Are you doing 
SBA 8[a] contracting? Just kind of where are you on this? 
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Mr. Danilovich. Thank you, Congresswoman Lee. It is a pleas- 
ure to see you and a pleasure to see a fellow Bay Area resident as 
well. 

Ms. Lee. Incidentally, I just want to welcome, Ven, my former 
legislative director, who I do not know if you ripped off, but 

Mr. Danilovich. We ripped him off. 

Ms. Lee [continuing]. I just want you to know that it is good to 
see him on this side of the aisle. You have a wonderful person to 
work with you. 

Mr. Danilovich. Thank you. We are happy to have him. I know 
we do. Thank you. 

Our meeting together very much gave us a lot of energy with re- 
gard to the questions which you are very concerned about. Our sub- 
sequent meetings between our MCC staff and your staff as well 
have also pushed us along in this direction. It is something we take 
very much to heart. It is something we focus on. 

As you know, we have had outreach and representation with 
blacks in business on a number of occasions. We have engaged with 
the Thurgood Marshall Scholarships for employment purposes. We 
have increased diversity since I arrived at the MCC. We have a sig- 
nificant number of minorities and women in our senior and execu- 
tive management levels within the organization. 

With regard to business outreach with minority groups, we have 
had, for the last several compacts here in Washington, outreach 
programs. We had one just yesterday for Tanzania, where we dis- 
cussed with the private sector. There must have been 150 to 200 
people at the MCC yesterday; small businesses in the area — Wash- 
ington, Atlanta, New York based. Some of the people that I spoke 
to with regard to their engagement in our programs, in this par- 
ticular case, in Tanzania specifically. But we do this in general for 
all of the countries we have in Africa and elsewhere. 

I also want to be in touch with your staff in the immediate future 
for a trip out to the Bay Area to have an outreach in Oakland and 
not only in your district but in the valley, in general, down in Sil- 
icon Valley and the Bay Area, to discuss further outreach with 
small businesses to make them aware, more specifically, of what 
the MCC is doing internationally and where they might be able to 
participate. 

Not to make any prejudgment in this area, but given geo- 
graphical proximity, I, again, turn to Central America, where there 
may be some definite engagement in the three Central American 
countries that we have. 

Ms. Lee. I think all of this is very important, and I appreciate 
your concerted effort to do this, and I want to go back to the ques- 
tion with regard to the contracting mechanisms. 

Mr. Danilovich. Yes. 

Ms. Lee. Have you looked at how that is working? Also, do you 
have any goals established, in terms of procurement goals, for 
minority- and women-owned firms also for hiring? 

Mr. Danilovich. We do have goals, and we have met most of our 
goals. I would like to think that our goals are fairly aggressive and 
that we have met those and, in some cases, surpassed them, and, 
in some cases, we have fallen below. I would like to give you an- 
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other update. I hope we have been doing that. I promised you that 
we would. I know, verbally, we have. 

I would like to give you a written update of where we are on that 
and also to explore specifically things that you have mentioned 
with regard to blanket procurement and things of that nature. 

Ms. Lee. Okay. Thank you very much. I would like for the Com- 
mittee to have this information also. 

Mr. Danilovich. Yes. Certainly. 

Ms. Lee. You know, as we get into this, and, Madam Chair, I 
know we talked about USAID, but I just want to make the point 
again for the record that, historically, it has been very difficult for 
minority-owned companies and women-owned companies to do 
business in the international arena, and I think NCC affords a 
great opportunity for entry into the international marketplace 
while doing some good stuff. We have plenty of qualified firms who 
can do this, just as with USAID, which has been dismal in its 
record with contracting with these companies. 

So, hopefully, you all can set a new standard, and maybe USAID 
can follow suit. 

Mr. Danilovich. Thank you, Congresswoman. 

Mrs. Lowey. I just want to thank you for bringing up that issue. 
As you know, this Committee has oversight over XM, PDA, OPIC, 
and there are other opportunities, and I remember, years ago, 
when we first began talking about XM, it was the larger countries 
that really did not need help to enter these markets. I know that 
there has been a greater focus on small businesses and certainly 
with MCC, that provides another opportunity. So thank you very 
much, and I appreciate you working with us. 

Mr. Danilovich. Thank you. 

Ms. Lee. Mr. Chandler. 

Mr. Chandler. Thank you, Madam Chairman. Mr. Ambassador, 
nice to see you again. The good news is I think you are almost 
through today. I believe I am at the end of the food chain. Well, 
I guess there may be some other questions, follow-ups, but, in any 
event, I would like to explore with you, just very briefly, the issue 
of poverty. 

There have been some criticisms of the MCC about being maybe 
a little too growth focused, maybe pursuing the whole notion of just 
let’s grow the economy in a macro sense, and we will see what hap- 
pens. We will assume that results will be good and that this 
growth will, in a trickle-down sort of fashion, reach some of the 
communities who are in the most dire of need. 

What I am curious about is, do you have tools, or what tools do 
you have, to be able to diagnose and assess whether this macro- 
economic growth model will, in fact, benefit the poor. Will it get 
down specifically to those communities, and are you able to meas- 
ure that? 

The second thing is, are you doing any measurement in terms of 
geographical within a country, whether the programs are benefit- 
ting the geographical areas that may have the highest levels of 
poverty and the most need of the advances going to some of the 
better-off portions of particular countries? 

Mr. Danilovich. Thank you, Congressman. The MCC program 
specifically targets the poor. This is a program for the development 
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of the poor, of those at the lower end of the economy, the people 
that Congresswoman Lowey has met in Morocco, who I met two 
weeks ago. You shake the soft hand of the prime minister, but you 
shake the rough hands of the farmers, the people that till the soil, 
the fishermen who fish on a daily basis, who go out in their little 
boats. These are not big, industrial shipping boats with machinery 
on them. 

These are the poor that are being affected. This is not a trickle- 
down program. I do not know what the opposite of that would be — 
It is a spurred-up program. These are poor, basic, humble people 
who we are having a direct impact on, who have created these pro- 
grams, whether it be in Morocco or in Central America or in Arme- 
nia or in Georgia. 

In fact, I would like to point out to you that I was recently in 
Central America with President Ortega in Nicaragua, an unlikely 
country perhaps, given our complicated relationship with them. We 
went up to the north, speaking of a geographic area, which is a 
poor part of the country, the two provinces of Aleon and 
Chanadaga, where our programs are taking place. They are, in this 
particular instance, agricultural areas. 

We visited an agricultural fair, and again and again and again 
and again and again President Ortega was told, in this agricultural 
fair, God bless the United States of America. God bless the MCC. 
Our profits have increased. Our production has increased, as they 
showed him beets and yams and potatoes and onions and garlic, 
everything that they were growing, because they are the produc- 
tivity of the poor. The well-being of the poor had increased, and 
that is the way it is straight across the boards. 

I must say that, at the end of this, President Ortega spoke before 
a crowd of 6,000 people, and, at the end of his speech, as ironic, 
as unlikely as it may seem, he said, “Viva Los Estados Unidos!” 
That is a nice byproduct of economic development. 

Mr. Chandler. Well, I agree with all of those statements. What 
I am really trying to get at, I think, is what tools do you have in 
place to be able to measure this, to be able to measure whether this 
development really is going to the correct communities and not 
maybe getting diverted a little bit into some of the hands — you 
know what I am talking about. 

Mr. Danilovich. Sure, of course. Well, I will tell you, when these 
compacts come to us, at least at the initial stages, much less so 
now because countries know that we will not tolerate receiving a 
program which does benefit vested interests, whoever it may be — 
a road to a specific area which benefits individuals which are not 
part of the economic growth of the country, let us say, but in for 
their own economic growth. 

We have a very clear assessment of these programs when we go 
into them, and throughout the life of these programs, we continue 
to assess them, monitor them, evaluate them, to make sure that as 
we had hoped, as in the case of Nicaragua. As in the case of Mada- 
gascar, for example, with geranium plants and oil and things of 
that nature, that what we had set out to do, that the actual specific 
results for economic rates of return or number of people affected is, 
in fact, taking place. If it is not, we then redefine and look at what 
is wrong with the program. 
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Sometimes we exceed our expectations; sometimes they are less. 
In any case, we move them in the right direction to get a good eco- 
nomic rate of return for these agricultural programs in these spe- 
cific poor geographic areas. In Morocco, for example, the geographic 
areas that we are pinpointing are poor areas of the country, not the 
well-off areas of the country. 

Mr. Chandler. So you feel like you are monitoring this very, 
very closely. 

Mr. Danilovich. Yes. 

Mr. Chandler. Okay. Thank you. 

Mr. Danilovich. Both for successes and for failures. I would put 
it that way. 

Mrs. Lowey. Thank you. I am going to turn to Mr. Wolf for a 
question and then turn the chair to Mr. Jackson while I deal with 
another hearing for a few minutes, but I shall return. 

Mr. Danilovich. Thank you. 

Mr. Wolf. Thank you, Madam Chair. 

Let me come back to the issue that I raised, and I think you did 
not give it enough time, and we can talk about it. I would like you 
to come by my office. 

I support foreign aid. This Committee came out with 1.8. We 
spoke on the phone. I tried to get it even higher. So I am coming 
from that side of the effort. 

Mr. Danilovich. I understand. 

Mr. Wolf. I was the first Member of Congress to go to Darfur 
and to see the genocide with Don Payne. It was my resolution with 
regard to that. 

Now, when you are looking and seeing who you give the money 
to, Madagascar has been with us most of the time on most of those 
important issues. Some countries, like Mali and Mozambique, have 
never been with us. 

Now, on the issue of human rights, religious freedom, or Darfur, 
if we had enough money, we should give it to everybody, if we 
could help people, but if we only have so much money, what is 
wrong with saying, “Okay. We are going to give to a country where 
the poorest of the poor live, but they generally are with us on try- 
ing to speak out on the issue of doing something with regard to the 
genocide, that has been going on for five years”? 

The genocide in Darfur has been going on longer than you have 
been in existence, so what would be wrong with saying, “We are 
going to give the benefit of the doubt to a nation that goes with 
us to help us on that issue”? 

Mr. Danilovich. Congressman, the MCC program was not de- 
signed — 

Mr. Wolf. I do not care about how it was designed. You have 
changed the criteria on several indicators. You have added some by 
executive order, if you will. What would be wrong with saying, we 
are going to give the benefit of the doubt to somebody, a country 
that is willing to stand up with us on the issue of genocide in 
Darfur? 

Mr. Danilovich. Congressman, are you suggesting we have a 
genocide indicator? 

Mr. Wolf. Well, it may not be a bad idea. Have you been to 
Darfur? 
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Mr. Danilovich. No. 

Mr. Wolf. Have you been into camps? Have you talked to the 
women who have been raped? Have you talked to the women that 
are afraid to go out every single day? It may not be a bad idea. Do 
you think it would be a bad idea to have a genocide indicator? 

Mr. Danilovich. I think it does not come within the ambit of the 
reduction of poverty and sustainable economic growth, but I would 
be happy to explore that with you. 

Mr. Wolf. Well, I am kind of disappointed in your answer. I 
mean, the president has called what is taking place in Darfur geno- 
cide. The Congress has done it, both in the House and the Senate. 
So if a country is helping us with regard to that issue versus a 
country that is not, it seems to me that we ought to give aid to the 
country that is helping us. You do not agree with that? 

Mr. Danilovich. I respect your opinion. I do not have — 

Mr. Wolf. Or you differ with me. 

Mr. Danilovich. No. I do not differ with you, Congressman. I do 
not think that comes in my area of responsibility. 

Mr. Wolf. That is washing your hands. 

Mr. Danilovich. I am not washing my hands. 

Mr. Wolf. That is exactly washing your hands. 

Mr. Danilovich. No, it is not. 

Mr. Wolf. It is washing. I believe 

Mr. Danilovich. Excuse me, Congressman. 

Mr. Wolf. I personally believe it is, and I am going to offer an 
amendment, when we mark up, either in the Subcommittee or full 
Committee, with regard to giving the benefit of the doubt to coun- 
tries that help us on human rights and religious freedom, and 
yes — genocide. We allowed genocide to take place in Rwanda, and 
we did nothing. We allowed basically genocide to take place in 
Srebrenica, and we did nothing, and now we are allowing it to take 
place in Darfur, and very, very little is being done. With that, I 
yield back. 

Mr. Jackson [presiding], Mr. Knollenberg. 

Mr. Knollenberg. Thank you, Mr. Chairman. Ambassador 
Danilovich, nice to see you. 

Mr. Danilovich. Very good to see you. 

Mr. Knollenberg. I have a couple of quick questions, and I do 
appreciate getting some recognition early. Thank you. 

I had a hearing this morning. I have one now. I have one later. 
So it is a crazy, crazy day. 

Last year, as you know very, very well, Congress decreased fund- 
ing by about 50 percent from the President’s budget. For Fiscal 
Year 2009, the MCC asked for much less funding than they did in 
Fiscal Year 2008. 

My question is, was there a shift in focus that allowed for the 
lower request? Do you have any thoughts about that specifically 
that you can tell me? 

Mr. Danilovich. The $2,225 billion request for the Fiscal Year 
2009 budget, I believe, is an accurate and fair figure for the pipe- 
line of countries that may become compact ready in the Fiscal Year 
2009 time period. 

I mentioned earlier that we have a pipeline of seven or eight 
countries who are in various stages of evolution with regard to 
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presentation, due diligence, et cetera, and the particular figure of 
$2,225 billion is broken down with about $2 billion committed to 
possible compacts. The remainder amount is for administration and 
other matters. 

So rather than starting out with a figure which the Congress has 
been disinclined to support, we feel that $2,225 billion is a just and 
fair and realistic figure for the programs that we have in Fiscal 
Year 2009. 

Mr. Knollenberg. I would hope so because I have a feeling that 
if it is lower, maybe they will give you less, too, and, in my judg- 
ment, that is not a good idea. I would like to see it maintained at 
a higher level. 

Mr. Danilovich. We feel it is an honest figure. 

Mr. Knollenberg. This is just a follow-up question. Does this 
shift in focus and decrease in funding adversely affect any current 
or future compacts that you will sign? 

Mr. Danilovich. No, it does not. The compacts, and this is the 
good aspect of the MCC funding. When a compact is signed, the 
money is committed. It is guaranteed, and, in fact, many countries 
have asked us, when there has been a reduction in the request that 
has been made to Congress, and Congress has appropriated less 
than those amounts, countries have called us immediately — presi- 
dents, prime ministers, et cetera — and said, “Does that mean we 
are not going to get our money?” And we have always been able 
to say, which is the case, that your money is committed. It is yours 
for the duration of the compact, and there is no threat to that 
money, even though the appropriation has been less. 

Mr. Knollenberg. There is this debate that has been sur- 
rounding MCC over the past year, and, relative to the obligated 
funding that I think you have talked a little bit about already, 
versus committed funding 

Mr. Danilovich. Yes. 

Mr. Knollenberg [continuing]. I do not know how much further 
you might want to go on that, but it is my understanding, again, 
that the MCC obligates full funding when the compact is signed, 
but, certainly, there is accountability here, and I think that is still 
being maintained, is it not, in a thorough fashion? 

Mr. Danilovich. The accountability is being maintained, and the 
trend of disbursements and commitments is dramatically going up- 
wards. Very briefly, to date, we have disbursed just over $300 mil- 
lion. By the end of Fiscal Year 2008, it will be double that. We will 
have committed signed contracts of $1 billion by the end of Fiscal 
Year 2008. 

The trend is as it should be: upwards and stronger through 2008, 
2009, and, et cetera. You will see a dramatic increase, as is the 
case with infrastructure projects. They are observing their natural 
evolution and progress. 

So the disbursements, as well as the commitments, will now 
begin to increase dramatically. 

Mr. Knollenberg. You feel pretty comfortable, then, with what 
you see, looking forward? 

Mr. Danilovich. Yes, I do. 

Mr. Knollenberg. This is a quick question. The original coun- 
tries that signed the MCC compacts — Madagascar, Honduras, Cape 
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Verde — I think they are in their third year now, are they not, all 
three of them? 

Mr. Danilovich. Yes. 

Mr. Knollenberg. Have there been discussions as to whether to 
allow these countries to reapply for MCC compacts once their origi- 
nal compacts have expired? 

Mr. Danilovich. There has been some discussion. Many coun- 
tries are very anxious, almost after signing, to have a second com- 
pact. A number of the countries that we have worked in that are 
now in their first or second year have said, “Well, can we have an- 
other compact now?” 

The fact of the matter is, with regard to the initial countries that 
you have mentioned, are first countries — one, two, three, four, 
five — Madagascar, Honduras, Cape Verde, et cetera — they are get- 
ting near the end of their compact phase, and many of them are 
preparing proposals in the hope that they can have a consecutive 
compact. It depends on two things. One is the successful implemen- 
tation of the first compact and their compliance and adherence to 
the indicators. 

It should never be forgotten that this is a good policy program, 
not a good politics program. It is not tied to the United Nations or 
to any other international organization. It has to do with good per- 
formance on good government policies, and as long as countries 
continue that throughout the life of the compact and at the end of 
their five-year period, and have good implementation, they can 
have a consecutive compact if the proposals are solid. 

Mr. Knollenberg. I want to thank you for your leadership in 
the last year or so. I think you have done an outstanding job, Am- 
bassador, and I feel very strongly about this program. 

Mr. Danilovich. Thank you. 

Mr. Knollenberg. I think it is working. 

Mr. Danilovich. Thank you. 

Mr. Knollenberg. You have got to tell us how it is working — 

Mr. Danilovich. Thank you. 

Mr. Knollenberg [continuing]. And that it is continuing to suc- 
ceed. I wish you the very best in terms of this program because I 
think it makes a lot of sense, and I think the accountability is built 
into it in a way that it has never been there before. We seem to 
have been, over the past decade, if you will, putting money out 
there, but I do not know how much reasoning or how much scru- 
tiny there was on that. I have doubts about a lot of it, and I hope 
that this is a program that we might be able to see those countries 
that want to apply for a compact number two or the second time 
around, the second attempt. 

So continue the work, and I appreciate very much having the 
chance to chat with you. 

Mr. Danilovich. Thank you, Congressman. 

Mr. Knollenberg. Thank you. 

Mr. Jackson. Ambassador, let me make a couple of observations. 
I have a few questions that remain. Chairwoman Lowey has made 
it very clear that, while she is at another hearing, she does have 
some questions that she would like to ask you, so I am not empow- 
ered to close the hearing, even at the conclusion of my questions, 
so I appreciate your patience in waiting for the Chair. 
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My question concerns civil society participation. Country owner- 
ship and civil society participation in compact developments are 
hallmarks of the MCA. However, in the first group of approved 
compacts, the quality and extent of civil society consultation has 
been somewhat mixed, especially with regard to the meaningful 
participation of women’s groups. 

Going forward, how will the MCC ensure that countries carry out 
consultations with a diverse group of civil society organizations, in- 
cluding women’s groups, and meaningfully their input during the 
compact development? 

Mr. Danilovich. Congressman Jackson, the points that you have 
raised are critical to the MCC and points which we consider to be 
absolutely essential for 

Mr. Jackson. You mentioned Jordan earlier. 

Mr. Danilovich. But in every single country, every single coun- 
try, without exception. I mentioned Jordan simply because there 
happens to be a program there now. Well, we can cite a number 
of specific examples, but, in an absolutely country-by-country way, 
we have requested and insisted upon civil society participation in 
the creation of these compacts. And when we have reason to believe 
that that has not happened, we have sent these proposals back and 
said, “This has not been the result of a broadly based consultative 
process. It has not included women, it has not included the poor, 
it has not included the people who you say are going to benefit 
from these programs. You will have to go back and do it again.” 

They have because they have tacitly acknowledged that they did 
not pursue a broadly based consultative program that dealt with a 
diverse constituency; that brought these people into the creation of 
the program. It is not just in the creation of the proposals them- 
selves that we insist upon civil society participation but in the sub- 
sequent implementation of them, in the composition of the account- 
able entity and in also the continued involvement of NGOs in var- 
ious societies. 

I meet with a number of countries that come to mind. I meet 
with civil society again and again. When I am there, I hear their 
complaints, take their pluses, and their satisfaction with the pro- 
gram. They are heard, not only by the likes of myself and my col- 
leagues from the MCC, who are here today who visit countries, but 
also by the accountable entity. 

So civil society participation, diverse participation, women par- 
ticipation is something which we insist and demand upon from the 
beginning to the end of our programs. If we do not see it, we make 
a complaint about it, we make sure that it is done, and we follow 
through on it. We consider this to be a hallmark in all of our coun- 
tries. The point was raised with regard to Muslim countries. I 
would say that, although you could make that general definition, 
in the developing world, there are sometimes challenges with civil 
society participation, and we see that in varying degrees in the dif- 
ferent countries that we operate in. 

Nevertheless, whether it is a Muslim country or a Central Amer- 
ican country, African, or a country in the Caucasus, we demand 
that there be strong civil society, broad-based participation in our 
programs. 
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Mr. Jackson. The MCA’s authorizing legislation requires that 
the MCC, and I quote, “shall seek to ensure that the government 
of an eligible country takes into account the local level perspectives 
of the rural and urban poor, including women, in the eligible coun- 
try, and consults with private and voluntary organizations, the 
business community, and other donors in the eligible country.” 

I understand that the MCC does provide guidance to eligible 
countries on how to conduct a consultative process within its gen- 
eral guidance notebook. However, problems remain in ensuring 
that the voices of women, poor people, and the rural citizens are 
actually heard. Can you tell me what the MCC will do to ensure 
that government consultations with civil society are actually mean- 
ingful, and will the MCC adopt standards for evaluating the qual- 
ity of such processes? 

Mr. Danilovich. I think “meaningful” is the operative word. We 
are not doing this for window dressing. We are not doing this for 
tokenism. We are doing it so that there is meaningful participation 
in all segments of civil society. We follow through on that through 
our embassy, through other donor organizations, not just American 
donor organizations. 

We have a close working relationship with USAID on a number 
of levels. We rely upon their input. We rely upon embassy input. 
We rely upon ambassadorial input. We rely upon other donors to 
discuss, and they discuss specifically the process that has gone on 
with the MCC, even though it is not their program. 

I can assure you that our programs come under scrutiny, not just 
by yourselves but also in- country, and not just by the citizens and 
by the beneficiaries in the countries but other participants, and 
other government organizations, that are in these countries take 
great interest in what the MCC is doing. One of the things they 
take interest in is our consultative process. 

It is not just enough that we have the guidelines, as you men- 
tioned. I can assure you, we follow through on them to make sure 
it happens, as I mentioned, not only in the beginning of the con- 
sultative process in the creation of these proposals but in their im- 
plementation throughout the period. I have met, as I said, with 
civil society, and if they criticize what is being done, or if it has 
not been done, or been followed through — and when we do hear 
these complaints — we follow through on them with regard to their 
validity. If there is a problem with it, we impress upon the account- 
able entity, the implementing unit, to do something about it. 

Mr. Jackson. Many of the countries with whom the MCC works 
have benefitted from a longstanding relationship with the State 
Department and the U.S. Agency for International Development. 
State and USAID personnel on the ground have years of relevant 
experience and expertise to offer, having worked closely with the 
host country, civil society, and the private sector. 

With USAID operating child-survival programs in many of the 
countries where the MCC also has health compacts, particularly in 
sub-Saharan Africa, how are the MCC and USAID working to en- 
sure that programs are using resources effectively and not dupli- 
cating programs or interventions? 

Mr. Danilovich. More specifically, Congressman, I would say 
that, with regard to health programs, there are a number of in- 
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stances where we cooperate with PEPFAR, and there is no duplica- 
tion, where we have programs, for example, in Lesotho. We have 
a $363 million program, the most significant part of which is the 
creation of health clinics and health services, and we work very 
closely with the PEPFAR representatives in-country and in Wash- 
ington to find a synergy between the buildings that we are creating 
and the services which the PEPFAR unit is supplying, and we are 
finding this to be very effective, very efficient, a very good form of 
cooperation. 

Mr. Jackson. Mr. Knollenberg. 

Mr. Knollenberg. Thank you, Mr. Chairman. I guess I lied. I 
said I was not going to ask another question. This is just a quick 
one. 

I understand this has not been discussed, but I spoke relative to 
the accountability, obviously, of the MCC. Do you have any infor- 
mation that might suggest that there has been some corruption in 
a place or two, and, if so, what are you doing about that? 

Mr. Danilovich. As you know, corruption is our hard indicator. 
They must pass 50 percent of the other indicators, but corruption, 
they must pass. It is the prerequisite for joining the MCC, and a 
number of our threshold programs — in fact, the vast majority of 
them — specifically focus on corruption itself. In corruption, it 
means judicial process reforms, access to law, access to jurispru- 
dence, access to the courts, as well as, in fact, training journalists 
to do investigative journalism to reveal cases of corruption or al- 
leged corruption. 

We have had, in the Philippines, for example, we have a $20 mil- 
lion program more or less focused on this. The Philippine govern- 
ment augmented our $20 million with $20 million from their own 
coffers, $40 million in total, to support this corruption program. It 
has resulted in a number of increased prosecutions, court cases, et 
cetera, with regard to revealing corruption. It has happened in a 
number of other countries, in Africa and elsewhere, where our ef- 
forts perhaps target reforms, which directly affect corruption. We 
look at corruption as a killer to these programs in order to have 
direct results. 

So it is something that we take very seriously. That is why it is 
our one must-pass, hard-hurdle indicator. 

Mr. Knollenberg. The benchmarks, I do not know what you call 
them, but those are being looked at realistically, and, apparently, 
they are being met 

Mr. Danilovich. Yes. 

Mr. Knollenberg [continuing]. Or you do not go to the sec- 
ond — 

Mr. Danilovich. Absolutely, no. There are instances where indi- 
cator performance has not been maintained after the initial sign- 
ing, and we are entering into policy improvement remediation on 
these areas. 

None of our countries have had a significant policy reversal, 
where there has been a performance subsequent to signing below 
the median, or that has resulted perhaps from new data, from more 
accurate data, from joining a new income group from LIC to lower- 
middle-income country, or because any one of a number of those 
factors. We have entered into discussions with these countries on 
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how to improve their indicators, and, in no case, will a country ever 
be given a second compact unless they, again, are eligible, and un- 
less they pass the indicators. 

Mr. Knollenberg. Thank you very much, Mr. Ambassador. I ap- 
preciate it. Thank you, Mr. Chairman. 

Mr. Jackson. Mr. Ambassador, in the interest of time, I have 
been asked to ask a few of the Chairwoman’s questions so that she 
might have the answers for the record. 

Mr. Danilovich. Thank you. 

Mr. Jackson. One of the key distinguishing factors of the MCC 
process is its eligibility criteria. The MCC has 17 performance indi- 
cators that are measured by outside sources which the board uses 
to make its decisions. It is my understanding that the Philippines 
passed the eligibility requirement or criteria at the December 2007 
meeting but was not deemed eligible. 

Can you explain what happened? Why did the board choose not 
to follow the criteria in making the decision? 

Mr. Danilovich. The Philippines has passed the MCC criteria, 
report card, score card, in fact, for the last three years, and we will 
be considering the Philippines’ eligibility for a compact at our board 
meeting on March 1 1th. 

We thought it appropriate to take a longer period of time to re- 
view some of the indicators on the Philippines, and, in fact, we 
have a delegation coming from the Philippines in the immediate fu- 
ture to explore in greater depth, to drill down, to make us satisfied 
that we can look seriously at their selection as an eligible MCC 
country. 

As you know, when that selection is made for eligibility, it does 
not mean they have a compact. They then must create a compact. 
They must submit the compact for due diligence on our part, and 
they must continue their good performance on the indicators, 
which, as I have said, has been good for the last three years. So 
that matter will be discussed at the board meeting in March, and 
we look forward to a decision at that time. 

Mr. Jackson. The Chair continues: What led the board to decide 
to reconsider the Philippines’ eligibility so soon after rejecting it? 
And if the board deems the Philippines eligible in March, how will 
this change the Fiscal Year 2009 request? 

Mr. Danilovich. The eligibility of the Philippines, as with many 
other countries, which I have mentioned to you in my opening 
statement, are part of a competition for MCC funds. As I men- 
tioned, not all of those countries, and I believe I mentioned eight 
or nine, will be eventual compact countries. They have to submit, 
after a broadly based consultative process with civil society, a de- 
cent proposal that has to be investigated, terms have to be agreed, 
et cetera. It is not an easy process. 

If we are able to have four or five compacts in Fiscal Year 2009, 
that will, in fact, reflect the $2 billion figure, which we believe will 
be the fair figure for compacts in the financial year 2009. 

Welcome back, Congresswoman. 

Mrs. Lowey [presiding]. Thank you very much. The Fiscal Year 
2009 — includes $1.8 billion for five to six new compacts, and it 
seems ambitious to add such a large number of additional compacts 
when you are experiencing difficulties implementing the current 
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portfolio. Of the seven countries that are currently eligible for fund- 
ing, at least three are experiencing internal political turmoil that 
will likely make them ineligible — East Timor, Bolivia, and 
Ukraine — and the fourth, Senegal, has proven to be an unreliable 
partner in the past. 

So, two points. If you could outline how you project that $1.88 
billion will be allocated among compacts if only three countries are 
prepared to sign compacts in Fiscal Year 2009, and I understand 
that it takes approximately 24 months to develop a compact. Can 
you please provide a summary to us of those countries that are cur- 
rently compact eligible, where they stand in the process, and what 
compacts do you believe you will be able to sign in Fiscal Year 
2009, considering the extensive work that must be done before 
signing a compact? 

So, do you realistically believe that you are going to be able to 
sign five to six new compacts in Fiscal Year 2009, Mr. Ambas- 
sador? Convince us that you are going to be able to do that. 

Mr. Danilovich. I will. I will try. 

Mrs. Lowey. You do not have to. You can just say that you are 
going to change the recommendation. I will let you off the hook. 

Mr. Danilovich. No. In fact, one of your colleagues inquired as 
to whether the $2,225 billion figure less than the $3 billion that 
had been previously corrected, if I could please explain that. Why 
is it less than $3 billion? 

I did so in a couple of ways. Since Congress has been disinclined 
to support the $3 billion figure in the past, therefore, this par- 
ticular figure, we feel, is just and fair. It is an honest figure of 
what could be achieved in Fiscal Year 2009. Of course, the number 
of countries is reflective of the size of these compacts, but if they 
are around $450 or $550 million, and whether the compacts are 
four or five, depending upon the size, either 1.8 or 2 billion of those 
would be dedicated to new compacts in Fiscal Year 2009. 

It is not clear who on this list would be eligible and will be com- 
ing forth with a compact. I think the countries you pointed out are 
those which certainly are problematical. On the other hand, 
Moldova, Jordan, Malawi are probably further along the way in 
this process, bearing in mind it is some way out in the future. 

The Philippines, as was discussed with Congressman Jackson, a 
decision may be taken at the March 11 board meeting. They have, 
in fact, passed the eligibility criteria for the last three years, and, 
in fact, are one of the best-performing countries across the boards 
on their indicators in the lower-income category. 

So depending upon which countries and the size of the compacts, 
that $2 billion, $1.8, $1.88 to $2 billion, it is impossible to be pre- 
cise, but is a really honest and fair and realistic figure. It is not 
the $3 billion that we came to you with previously, which we could 
have justified, but we feel that this figure, $2,225 billion, with the 
$1.8 to $2 billion, for new compacts, depending upon who they may 
be, will be justified in Fiscal Year 2009. 

Mrs. Lowey. I am not sure that you are convincing, but this con- 
versation can continue. 

I have one question. I was in Bolivia about six months ago — 
something like that, maybe less — I do not remember — maybe it was 
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last year — and I thought I had a great meeting. I was so successful 
that after I left, they nationalized the energy. 

Mr. Danilovich. Are you going back soon? 

Mrs. Lowey. But I think what was interesting about it, because 
we really visited a huge number of our projects, and various 
groups — Youth Build, agricultural projects — many very exciting 
things that were going on there. He had no idea, no idea, what we 
were doing. In fact, I had the whole centerfold of the local paper, 
and I presented it to him. That was interesting. 

Given the situation in Bolivia — I will not take too much of the 
time — I would be interested to know if he is even aware of the 
MCC and who, at that level, are you working with in Bolivia, and 
do you think that, given the situation there, you are going to be 
successful in signing a compact in Bolivia? 

Mr. Danilovich. Briefly, to answer your question, Madam Chair- 
woman, I met with President Morales in New York — not in Bolivia 
but in New York — in September. I told him that we were unable 
to consider a Fiscal Year 2008 proposition for him simply because 
we did not have the funds. In any case, he is also aware that we 
have various serious concerns with regard to the economic and po- 
litical trends in his country, and he also knows that those trends 
are something which will be reflected on their indicator perform- 
ance. 

I think it would be perhaps unfair to look out into the future, but 
it is certainly something which you are aware of, which the Com- 
mittee is aware of, and which we, at the MCC, are aware of with 
regard to Bolivia’s eventual prospects for a compact. 

Mrs. Lowey. I should say, given your — at Nicaragua, anything is 
possible. We just do not know. In fact, I remember when we were 
in Nicaragua, this Committee was in Nicaragua, not too long before 
that, and all of those who were part of the Sandinista Party — I do 
not even know him. I do not even know Ortega. They were all lo- 
cally distancing themselves. So your comments raise some hope. 
We will look forward to some positive actions. 

Mr. Danilovich. Thank you. 

Mrs. Lowey. Let me just close the hearing by thanking you again 
for your leadership. I appreciate your acknowledgement that there 
have been some issues regarding implementation in your effort to 
focus on implementation, but, as you can see, this Committee is 
very engaged in the MCC. The idea is very exciting. We still have 
many concerns about the implementation, and, particularly, that 
money is being tied up with so many urgent needs. 

So I look forward to continuing the dialogue, and I appreciate 
your appearing before us today. This concludes today’s hearing on 
the Millennium Challenge Account’s Fiscal Year 2009 budget re- 
quest. The Subcommittee on State and Foreign Operations and Re- 
lated Programs stands adjourned. Thank you very much. 
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The Honorable Jesse Jackson, Jr. 

2419 Rayburn House Office Building 
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S 

Thank you for /our participation in the Appropriations Subcommittee on Foreign 
Operations hearing on February 26. It was a pleasure to see you again and I very 
much appreciate your interest in the progress of the Millennium Challenge 
Corporation. 




I took note of the questions and concerns you expressed during the hearing and 
will follow-up this letter with additional information for you and the committee 
regarding the monitoring and evaluation function of MCC. My staff will be in 
touch with your office to arrange a meeting to discuss further MCC’s engagement 
with civil society and the NGO community. 


Again, thank you for your continued interest in MCC as we proceed with our 
critical mission to reduce poverty in the developing world. Please do not hesitate 
to contact me with further questions. 
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The Honorable Dave Weldon 
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Thank you for ydur participation in the Appropriations Subcommittee on Foreign 
Operations hearing on February 26. It was a pleasure to see you again and I very 
much appreciated your interest in the progress of the Millennium Challenge 
Corporation. 


I took note of the questions and concerns you expressed during the hearing on 
MCC’s gender policy and would like to address those issues with this letter. You 
asked specifically about the role of women and their access to education in MCC 
country selection and program development, particularly with regard to the access 
to education in Muslim countries. 


MCC’s eligibility indicators include “girls’ completion rate of primary education.” 
This indicator is a measure of gender equality in access to education. In many 
countries, girls are in most danger of leaving school due to need for family labor, 
early marriage, or cultural assumptions resulting in dropping out during primary 
school years. 

In some countries, including Muslim countries, girls’ educational attainment is 
positive but there are culturally based legal and other barriers to their full 
participation in the labor force. If this is noted as a constraint to economic growth 
and poverty reduction, MCC may encourage policy reform and consider this issue 
in due diligence. 

I should add that in October 2006, MCC approved a gender policy that was 
developed through consultations and based on international best practices. A 
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The Honorable Dave Weldon 
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leading advocacy organization, Women’s Edge, has called it “the best and most 
practical gender policy in the U.S. Government,” and MCC has received much 
support from the NGO community and members of Congress for its attention to 
gender equality. 

There are many examples in MCC Compacts of how gender analysis has fonned 
project design to ensure that women are full beneficiaries of MCC investments. 
For example, in Nicaragua, which has a $175 million Compact, women from the 
northwest region formed a council to represent the interests of women farmers. As 
a result, MCA-Nicaragua, the entity tasked with implementing the Compact, 
established a consultative council with female representatives to help shape the 
rural development and land titling components of the compact. Similarly, in 
Mali’s $461 million Compact, women have access to irrigated agricultural land in 
two ways: through the land-allocation process that is coupled with land rights 
education and agricultural training efforts, and through an allocation of market 
garden plots. 

MCC’s senior director for social and gender assessment and MCC’s environmental 
and social assessment team, along with other MCC staff, have supported the 
implementation of the gender policy during compact development and 
implementation. While there is considerable anecdotal evidence to suggest that the 
gender policy has already made a difference in the way that new Compacts are 
being developed and designed, MCC is undertaking a systematic review of 
Compacts signed or well-developed prior to the policy’s promulgation. The goal is 
to understand barriers, identify promising practices and outcomes, and develop a 
Gender Action Plan about how to move forward to ensure that integration of 
gender analysis becomes MCC standard practice. 

I hope that I have addressed your most pressing concerns. Again, thank you for 
your continued interest in MCC as we proceed with our critical mission to reduce 
poverty in the developing world. Please do not hesitate to contact me with further 
questions. 
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The Honorable Adam Schiff 
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Washington, DC 20515 



Thank you for your participation in the House Appropriations Subcommittee on 
Foreign Operations hearing on February 26. I very much appreciate your interest 
in the progress of the Millennium Challenge Corporation (MCC), particularly with 
regard to our threshold programs and eligibility. 


I took note of the questions and concerns you expressed during the hearing and 
will follow up this letter with additional information to you and the committee 
under separate cover. 


Again, thank you for your continued support of MCC as we proceed with our 
critical mission in the developing world. Please do not hesitate to contact me with 
further questions. 
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The Honorable Ander Crenshaw 
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Thank you for your participation in the Appropriations Subcommittee on Foreign 
Operations hearing on February 26. It was a pleasure to see you again and I very 
much appreciate your interest in the progress of the Millennium Challenge 
Corporation. 


I took note of the questions and concerns you expressed during the hearing and 
will have my staff contact your office with additional information on the MCC’s 
approach to human trafficking. 


Again, thank you for your continued interest in MCC as we proceed with our 
critical mission to reduce poverty in the developing world. Please do not hesitate 
to contact me with further questions. 
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The Honorable Steve J. Israel 
432 Cannon House Office Building 
Washington, DC 20515 


Thank you for your participation in the Appropriations Subcommittee on Foreign 
Operations hearing on February 26. It was a pleasure to see you again and I very 
much appreciate your interest in the progress of the Millennium Challenge 
Corporation. 

I took note of the questions and concerns you expressed during the hearing and 
will follow-up this letter with additional information for you and the committee 
regarding MCC’s work with renewable energy. 

Again, thank you for your continued interest in MCC as we proceed with our 
critical mission to reduce poverty in the developing world. Please do not hesitate 
to contact me with further questions. 
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The Honorable Mark Steven Kirk 
1717 Longworth House Office Building 
Washington, DC 20515 



Thank you for your participation in the House Appropriations Subcommittee on 
Foreign Operations hearing on February 26. I very much appreciate your interest 
in the progress of the Millennium Challenge Corporation, particularly with regard 
to our most recent audit. 


I took note of the concerns you expressed during the hearing and would like the 
opportunity to meet with you to discuss the steps MCC has taken to address its 
most recent audit. My staff will be in touch with your office to arrange a meeting. 
Please do not hesitate to call me with any additional questions you may have prior 
to that time. 


Again, thank you for your continued support of MCC as we proceed with our 
critical mission in the developing world. Please do not hesitate to contact me with 
further questions. 


Enclosure 
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The Honorable Mark Steven Kirk 
March 12, 2008 

Millennium Challenge Corporation Supplemental Information 


The Millennium Challenge Corporation recognizes the importance of accountability, 
effective stewardship and public disclosure related to the resources entrusted to it. Our 
goal is to achieve and maintain excellence in our financial management, financial 
reporting and internal control systems. In furtherance of this goal, we work closely with 
the MCC Inspector General to implement 1G recommendations on our financial 
management procedures and internal controls. 

The specific actions the MCC has taken in response to findings cited in these audits 
include: 

MCC Audit for the period ending September 30, 2006 

Material Weakness 1: MCC’s policies and procedures were not always complete and 
consistent. 

Recommendation: MCC’s Department of Administration and Finance should complete 
the FMPP manual and implement final written policies and procedures for all areas that 
result in financial events. 

Management Corrective Action: This recommendation is fully implemented. The 
Department of Administration and Finance initiated an effort during the summer of 2006 
to develop and implement a comprehensive corporate Financial Management Policies and 
Procedures (FMPP) manual. The initial version of the FMPP manual was completed and 
formally institutionalized on December 31, 2006. Additional provisions have been added 
or revised as needed, and MCC will conduct a comprehensive review of the FMPP in 
March and April of 2008. As a result of these actions, the IG did not repeat this finding 
in its FY 2007 audit. 


* * * * * 

Material Weakness 2: MCC policies for disbursing advances to grantees do not 
accommodate effective cash management. 

Recommendations: MCC management should: 

1 . Develop policies and procedures to ensure that payment schedules and other 
agreements entered into with grantees are reflective of Treasury requirements 
concerning advances and immediate cash needs. 

2. Ensure that all disbursement requests follow the official format that documents 
the cash requirements for each month of the quarterly period. 

3. Make the payments in accordance with the monthly schedule. 
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4. Establish policies and procedures to ensure that any custodial liabilities, e.g. 
interest owed to the U.S. Government resulting from the grantee advances, are 
properly recorded. 

Management Corrective Action: These recommendations are partly implemented. 
MCC has developed and adopted policies that follow sound cash management practices, 
and the MCC FMPP manual contains definitive documentation and disbursement 
requirements for transferring funds to compact countries. The Department of 
Administration and Finance, in coordination with the National Business Center (MCC’s 
financial services provider) has implemented procedures to disburse funds to compact 
countries monthly in accordance with identified funding needs per pertinent quarterly 
disbursement requests. 

The MCC FMPP manual also contains definitive guidance that ensures custodial 
liabilities, e.g. interest owed to the U.S. Government resulting from the grantee advances, 
are properly recorded. The Department of Administration and Finance, in coordination 
with the National Business Center (MCC’s financial services provider) has implemented 
procedures to record and report the collection and remittance of interest owed to the U.S. 
Government resulting from grantee advances quarterly in its financial statements. 

Despite the steps described above, the 1G found in its FY 2007 audit that in some cases 
cash balances in our partner countries were still excessive, and provided a revised 
recommendation to that effect. MCC is addressing the revised recommendation through 
implementation of a “Common Payments System”, discussed below. 

***** 

Material Weakness 3: MCC does not have a property management system. 

Recommendation: MCC should develop and maintain appropriate fixed asset records to 
ensure accurate reporting and physical control. 

Management Corrective Action: This recommendation is fully implemented. The 
Department of Administration and Finance conducted a complete physical inventory of 
all Property, Plant and Equipment and IT equipment. The MCC FMPP manual also 
contains definitive guidance for: implementing and maintaining a viable property 
management system to include associated controls and processes; conducting periodic 
physical counts to verify the MCC property holdings; and ensuring the propriety of 
perpetual property records and related financial balances. MCC is following these new 
procedures and maintaining accurate and complete fixed asset records. As a result of 
these actions, the 1G did not repeat this finding in its FY 2007 audit. 


* * * * * 
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Material Weakness 4: MCC did not property record compact expenses during the fiscal 
year. 

Recommendations: Williams, Adley & Company recommends that: 

1 . MCC management require dual reporting of the final quarterly requests to the 
Division of Finance and Fiscal Accountability Office. 

2. The Division of Finance develop policies and procedures to ensure that compact 
expenses are properly and accurately recorded and reported on a quarterly basis 
and that appropriate follow-up is performed on incomplete, or late reports. 

3. The Division of Finance perform a more robust review of the financial statements 
to ensure that costs are not omitted in the future. 

Management Corrective Action: These recommendations are partly implemented. The 
Department of Administration and Finance, working with the Fiscal Accountability 
Division, implemented quality assurance and review procedures to help ensure that 
compact disbursement requests/reports, which include compact expense information, are 
received timely, are complete, and that relevant financial information from such requests 
are properly included in quarterly financial statements and reports prepared by NBC. 
Relevant policies and procedures were included in the FMPP manual. 


Despite these steps, the IG found in its FY 2007 audit that MCC had insufficient policies 
and procedures related to financial reporting accountability and document control. MCC 
is addressing this recommendation through the assessment of its FMPP Manual, 
described above, and the implementation of a Business Information and Data Storage 
(BIDS) system, described below. 


***** 

Material Weakness 5: MCC's Chief Financial Officer was not an integral part of the 
compact/ grant processes. 

Recommendation: MCC management should revise its policies and procedures to vest 
with the CFO with the level of responsibility, role and authority established by the Chief 
Financial Officers Act. 

Management Corrective Action: This recommendation is fully implemented. MCC 
implemented required policies, procedures and organizational protocol to ensure that the 
MCC CFO plays the lead role in financial management operations entity-wide. CFO 
responsibilities are clearly stated in the FMPP manual. As a result of these actions, the 
1G did not repeat this finding in its FY 2007 audit. 


* * * * * 
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Significant Deficiency 1: MCC’s travel disbursement controls and procedures do not 
permit the effective and efficient management of travel. 

Recommendation: MCC management should develop and institute controls to reject 
those expenses that exceed the allowable country per diem unless additional electronic 
authorization is provided. 

Management Corrective Action: This recommendation is fully implemented. In 
February 2006 MCC Travel responsibilities were placed under the Department of 
Administration and Finance. Administrative Services Division and travel staffing was 
doubled. The increased staffing allowed MCC to improve quality control of all 
authorizations and vouchers submitted for payment. Travel Coordinators were instructed 
not to approve claimed travel expenses that exceed established limits as defined by the 
Federal Travel Regulation (FTR). Procedures were also instituted that require a traveler’s 
responsible manager/supervisor be apprised of claimed expenses that are not in 
compliance with FTR and/or MCC requirements, and that the manager/supervisor 
explicitly approve such expenses, but only if allowable per the FTR. These changes were 
reflected in revised MCC travel policies and procedures dated November 29, 2007. As a 
result of these actions, the 1G did not repeat this finding in its FY 2007 audit. 


Material Noncompliance 1: MCC did not fully comply with the Federal Financial 
Management Improvement Act (FFMIA) and the Government Performance and Results 
Act (GPRA). 

Recommendations: MCC management should: 

1 . Develop performance goal templates aod follow-up training to ensure that GPRA 
requirements are adequately addressed and consistent. Williams, Adley & 
Company also recommends that baseline data be finalized or performance 
indicators reviewed and amended such that they can be measured against 
obtainable data. 

2. Assess the automated options available to handle MCC operations and develop 
short-range and long-range plans for implementation of the most appropriate 
information technology structure to address electronic integration of at least the 
payroll, procurement and travel functions and systems to increase the efficiencies 
and effectiveness of the processing of financial transactions; and decrease the risk 
of errors. 

Management Corrective Action: This recommendation is partly implemented. MCC 
accepted the recommendations, and developed a comprehensive performance plan for FY 
2007 and 2008 that fully complies with Government Performance and Results Act 
(GPRA) requirements. Baseline data and targets were set for all relevant performance 
indicators, and actual performance for FY 2007 was included in the FY 2008 revision of 



213 


the performance plan. In addition, MCC senior management held a number of meetings 
in the fall of 2007 to discuss departmental performance plans for FY 2008, with the result 
that all Departments now have coordinated performance plans. As a result of these 
actions, the IG did not repeat this part of the finding in its FY 2007 audit. 

Steps taken by MCC to address compliance with FFMIA requirements are discussed 
below. 


* * * * * 

Material Noncompliance 2: MCC does not comply with the Federal Information 
Security Management Act (F1SMA). 

Recommendation: The IG made no recommendations relative to this material 
noncompliance since the deficiency was identified by the Office of the Inspector General 
in a prior audit and MCC management has: 

• acknowledged that it has not fully met FISMA requirements; 

• hired an “outside” expert to perform an independent security audit; and 

• proposed a timetable for compliance. 

Management Corrective Action: Steps taken by MCC to address this finding are 
discussed below. 


***** 

MCC Audit for the period ending September 30, 2007 

Material Weakness I: MCC did not sufficiently execute it monitoring functions related 

to advances. 

Recommendation: MCC management should: 

1 . Implement a policy that reduces outstanding advances based on the First-in, First- 
out (FIFO) method. 

2. Implement Hie Common Payment System (CPS) for all MCAs on a more 
aggressive timeline. 

3. Make payments in accordance with the monthly schedule, and if payment is held, 
consider the need for it to be disbursed at all. 

4. Ensure that there is a more rigorous review of advance requests including an 
assessment of outstanding advances. 


Management Corrective Action: This recommendation will be fully implemented by 
the end of FY 2008. Following the Audit of the MCC’s Financial Statements, Internal 
Controls, and Compliance for the period ending September 30, 2006 and 2005, MCC 
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began research and development of a direct payment methodology to cure audit 
recommendations on cash advances. This effort resulted in the CPS. 

CPS is a web-based program used to make direct payments to permitted and local 
accounts as well as to commercial vendors. CPS has two components: 

1. International Treasury Service (ITS) 

• ITS can make payments to accounts in non-U. S. banks. 

• ITS can make payments in U.S. dollars or in most foreign currencies. 

2. Secure Payment System (SPS) 

• SPS makes payments to accounts in U.S. banks. 

Benefits of the adoption of CPS include: 

• Elimination of the need to advance funds in most cases, leading to much 
smaller cash balances 

• Decreased risk associated with large balances of U.S. government funds in 
foreign banks 

• Elimination in most cases of the need to collect interest on fund advances 

• Significant flexibility in the scheduling of payments 

• Improved, real-time reporting on most disbursements 

• No cost to MCC, with Treasury absorbing all operating and currency 
exchange costs 

CPS was successfully piloted in Mali in September 2007, and a CPS operating manual 
was completed in February 2008. A training plan for CPS was finalized in February 
2008, and the roll out of CPS to new compact countries will begin in late March, with 
complete roll-out to all compact countries anticipated by September 2008. 

***** 

Material Weakness 2: MCC lacks written policies and procedures related to financial 
reporting accountability and document control. 

Recommendations: MCC management should: 

1 . Formally document MCC accountability for ensuring MCA compliance with the 
reporting provisions. 

2. Implement document retention policies that include standards for version control 
and a central repository for documents that are used by multiple MCC units. 

3. Continue with the planned implementation of the BIDS project and ensure that 
information is validated prior to inclusion in the new system. 

Management Corrective Action: This recommendation will be fully implemented by 
the end of FY 2008. In conjunction with the reorganization of MCC Departments in 
November 2007, MCC will review existing polices and procedures related to compact 
implementation. This will include documenting the roles and responsibilities for ensuring 
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receipt of required reports from partner countries. This review will be completed and 
policies and procedures revised as needed by June 2008. 

MCC has submitted a comprehensive Records Disposition (retention) schedule to the 
National Archives and Records Association for review and approval within the next six 
to nine months. The issue of version control and a centralized repository is being 
addressed as part of development of the Enterprise Architecture and the implementation 
of the Business Intelligence and Data Storage (BIDS). A key component of BIDS will be 
the Administrative Data Store (ADS). The ADS is a data warehouse that will include 
MCA Compact data, MCA Progress Reports, and records of MCC reviews, approvals 
and decisions captured through an automated workflow process. The expected 
implementation date for this component of the BIDS is June 2008. The 1 1 countries that 
are currently in implementation will be reporting through the BIDS system by September 
2008. In the interim, MCC has established Compact Implementation Directors within the 
Department of Compact Implementation who will, among other duties, ensure proper 
version control using existing tools. 


***** 

Material Noncompliance 1: MCC does not fully comply with the Federal Financial 
Management Improvement Act (FFMIA). 

Recommendation: MCC should assess the automated options available to handle MCC 
operations and develop short range and long range plans for the implementation of the 
most appropriate information technology structure to address electronic integration of at 
least the payroll, procurement and travel functions and systems to increase the 
efficiencies and effectiveness of the processing of financial transactions; and decrease the 
risk of errors. 

Management Corrective Action: This recommendation is partly implemented. MCC 
developed options during the fall of 2007 to obtain federally compliant, fully integrated 
federal financial management services that meet MCC specific business needs at an 
acceptable total cost. This service provider will: 

• Comply with the requirement of Office of Management and Budget Circular 
A-127, Financial Management Systems, to maintain an integrated financial 
management system. 

• Incorporate integrated e-travel and e-procurement capabilities, as well as a 
fully-compliant interface to MCC’s payroll and human resources systems. 

• Provide timely reporting on key financial management issues. 

In December 2007, MCC completed an assessment of options and recommendations for 
MCC financial services. This assessment considered the relative costs, benefits and risks 
of three options: 
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• An enhanced version of the current services provided by NBC. 

• A public/private competition for a new integrated services provider, which 
would include NBC, other U.S. Government “Centers of Excellence”, and 
private sector entities. 

• A commercial off-the-shelf (COTS) financial management system 
implemented directly by MCC. 

MCC did not consider the status quo as an acceptable option, due to repeated material 
non-compliance findings by the Inspector General. The analysis identified the 
public/private competition as having the greatest benefits when compared to cost and 
risk. 

MCC has met twice with the Office of Management and Budget, in late December 2007 
and February 2008, to review the alternatives analysis. At the February meeting, OMB 
agreed in principle to support MCC’s preferred approach of a public/private competition. 
MCC will now develop a detailed timetable for implementation of this decision. We 
expect to have whatever solution results from this effort up and running by the end of FY 
2010 : 


***** 

Material Noncompliance 2: MCC does not comply with the Federal Information 
Security Management Act (FISMA). The IG made no recommendation relative to this 
material noncompliance in the FY 2007 audit of MCC’s financial statements, since this 
deficiency was identified by the Office of Inspector General in a prior audit. During FY 
2007, MCC management: 

• Hired two fulltime FISMA staff; 

• Completed an MCC Self Assessment; 

• Completed an MCC’s Information System Security Plan (ISSP); 

• Completed Quartile scans on MCC’s network; 

• Approved three additional FISMA team members-Subject Matter Expert 
Technological Writer and Network Engineer; and 

• Created a new CISSO position with an additional slot, and hired a full-time 
employee who will start in November. 

Recommendation: None. 

Management Corrective Action: FISMA recommendations and issues are considered 
sensitive but unclassified (SBU), and therefore should not be discussed in detail in a 
written response. In its FY 2007 FISMA audit, the IG had 10 specific findings related to 
FISMA requirements. Of these 10 findings, MCC has fully addressed eight of them, and 
will have fully addressed the remaining two by the end of FY 2008. The OIG had 
indicated that they are satisfied with MCC’s time table for the resolution of FISMA 
recommendations. 
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Millennium Challenge Corporation 

Reducing Poverty Through Growth 
Ambassador John Danilovich 
Chief Executive Officer 


March 12, 2008 


The Honorable Betty McCollum 
1029 Longworth House Office Building 
Washington, DC 20515 


Thank you for your participation in the Appropriations Subcommittee on Foreign 
Operations hearing on February 26. It was a pleasure to see you again and I very 
much appreciate your interest in the progress of the Millennium Challenge 
Corporation (MCC), particularly with regard to our work in the field. 

I took note of the questions and concerns you expressed during the hearing and 
will have my staff contact your office to discuss the coordinated efforts of MCC 
and the U.S. Agency for International Development (USAID). In the meantime, I 
want to provide you with a summary of the information you requested. 

At the hearing, you asked what steps MCC has taken to work with USAID 
regarding MCC’s threshold program - specifically, regarding coordination so that 
our respective core missions are not disrupted. Additionally, you asked for 
clarification on the incorporation of child survival and education into those 
programs. 

MCC relies on USAID to help countries improve policies and ultimately qualify 
for Millennium Challenge Account (MCA) funding, and USAID administers 
MCC’s threshold program in most countries (Department of Treasury administers 
MCC’s threshold program with Sao Tome). MCC provides USAID funding for 
threshold program projects plus seven percent for overhead to administer threshold 
programs. MCC works directly with USAID missions as they administer threshold 
programs and keeps USAID headquarters informed, but MCC does not control 
how USAID applies the funds provided for overhead. 
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The Honorable Betty McCollum 
March 12,2008 
Page 2 

Threshold programs have assisted countries that were failing health and education 
indicators. For example, Burkina Faso’s threshold program has significantly 
strengthened the effort of the U.S. Government to improve education and health 
services. Burkina Faso’s $12.8 million program to build and equip 132 girl- 
friendly schools has been an overwhelming success, with completion of all schools 
and attendance exceeding pre-program estimates. MCC, USAID, and the Burkina 
Faso government have agreed on how to extend the schools from grade four 
through grade six in the pending Compact, after the threshold program ends. 

Many of MCC’s threshold programs are designed to target corruption but also 
indirectly affect other beneficial outcomes, such as health. For example, in Kenya, 
MCC’s threshold program to fight corruption is addressing poor procurement and 
inventory controls in the Kenyan Health Ministry and health system. 

You mentioned Madagascar — MCC’s Compact with Madagascar is aimed at 
helping the Malagasy reform their financial system, increase land titling, and 
improve outreach to poor farmers. Since there is some relation to USAID’s 
agriculture and environmental programs, we have both taken strides to ensure that 
our activities are complementary. MCC does not rely on any USAID support for 
its compact programs, which are implemented by our partner countries. MCC does 
not have a role in determining USAID country allocations, so concerns about 
specific USAID programs or funding levels should be addressed by USAID. 

I hope that I have addressed your most pressing concerns. Again, thank you for 
your continued interest in MCC as we proceed with our critical mission to reduce 
poverty in the developing world. Please do not hesitate to contact me with further 
questions. 
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Millennium Challenge Corporation 

Reducing Poverty Through Growth 

Ambassador John Danilovich 
Chief Executive Officer 


March 12, 2008 


The Honorable Barbara Lee 
2444 Rayburn House Office Building 
Washington, DC 20515 



Thank you for your participation in the Appropriations Subcommittee on Foreign 
Operations hearing on February 26. I sincerely appreciate your continued time, 
commitment, and interest in the Millennium Challenge Corporation. With regard 
to your questions, I have attached supplemental information on MCC’s Small 
Business Program. 


I also want to thank you for working with MCC to put together a procurement 
event in your East Bay district. Like you, I believe it is important for American 
companies, including minority- and women-owned businesses, to be full partners 
in foreign aid and development. You have been a leader on these issues and I look 
forward to working together to make this event a real success. 


Again, thank you for your interest in and support of MCC. 


Enclosure 
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Millennium Challenge Corporation 
Small Business Program Contracting Data 

We are proud of the MCC record in supporting contracting opportunities for small 
businesses, minority- and women-owned businesses, and 8(a) firms. During the 2nd 
quarter of FY 2008, MCC participated in a contracting opportunities outreach event 
sponsored by the Department of State targeting Hubzone businesses. The MCC webpage 
provides our contracting opportunities forecast, as well as a list of current solicitations at 
MCC Headquarters and countries that are recipients of MCA funding. We are looking 
forward to participating in a small business outreach event in Congresswoman Lee’s 
district, as well as other outreach events during the coming months to ensure that small 
businesses, minority- and women-owned businesses, and 8(a) firms are aware of 
contracting opportunities at the MCC. 


Total MCC Contract Obligations for FY 2007: $58,791,380 


Awards To 

Total Dollar 
Amount 

% of Contract 
Dollars 

Government- 
wide Goals 

Small Businesses 

$17,718,459 

30% 

23% 

Women-Owned Small Businesses 

$2,338,306 

4% 

5% 

Small Disadvantaged Businesses 

$2,758,742 

4.7% 

5% 

8(a) Businesses 

$2,658,877 

4.5% 

2.5% 


MCC Contract Obligations for FY 2008 through February 29: $4,322,631 


Awards To 

Total Dollar 
Amount 

% of Contract 
Dollars 

Government- 
wide Goals 

Small Businesses 

$2,220,139 

51.4% 

23% 

Women-Owned Small Businesses 

$50,010 

1.2% 

5% 

Small Disadvantaged Businesses 

$250,507 

5.8% 

5% 

8(a) Businesses 

$170,552 


2.5% 
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Millennium Challenge Corporation 

Reducing Poverty Through Growth 
Ambassador John Danilovich 
Chief Executive Officer 


March 12, 2008 


The Honorable Ben Chandler 

1504 Longworth House Office Building 



Thank you for your participation in the Appropriations Subcommittee on Foreign 
Operations hearing on February 26. It was a pleasure to see you again and I very 
much appreciate your interest in the progress of the Millennium Challenge 
Corporation. 


I took note of the questions and concerns you expressed during the hearing and 
will follow-up this letter with additional information on MCC’s approach to 
poverty reduction and the impact it is having on the beneficiaries of our compact 
countries. 


Again, thank you for your continued interest in MCC as we proceed with our 
critical mission to reduce poverty in the developing world. Please do not hesitate 
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Millennium Challenge Corporation 

Reducing Poverty Through Growth 

Ambassador John Danilovich 
Chief Executive Officer 


March 12, 2008 

The Honorable Joseph Knollenberg 
2349 Rayburn House Office Building 



Thank you for your participation in the Appropriations Subcommittee on Foreign 
Operations hearing on February 26. As always, it was a pleasure to see you and I 
very much appreciate your strong support of the Millennium Challenge 
Corporation, especially with regard to the statement you issued to the press after 
the subcommittee met. 

I took note of the questions and concerns you expressed during the hearing and 
will have my staff follow-up with your office on the steps MCC and outside parties 
are taking to accurately capture the good results of MCC programs. 

Again, thank you for your continued support of MCC as we proceed with our 
critical mission to reduce poverty in the developing world. Please do not hesitate 
to contact me with further questions. 
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Millennium Challenge Corporation 

Reducing Poverty Through Growth 

Ambassador John Danilovich 
Chief Executive Officer 


March 12, 2008 


The Honorable Nita M. Lowey 
Chairwoman, Appropriations Subcommittee on 
State and Foreign Operations 
U,S. House of Representatives 
Washington, DC 20515 



Thank you for your leadership in regard to the Millennium Challenge Account as 
chairwoman of our appropriations subcommittee, particularly in convening the 
hearing on February 26. As always, it was a pleasure to see you, and 1 very much 
appreciate your steadfast support of our mission. 


I took note of the questions and concerns you expressed during the hearing and 
will follow-up this letter with a detailed response. I will also appreciate the 
opportunity to meet with you to discuss your concerns regarding implementation 
and MCC’s administrative breakout. My staff will be in touch with your office to 
arrange a meeting. Please do not hesitate to call me with any additional questions 
you may have prior to that time. 


Again, thank you for your continued support of MCC as we proceed with our 
critical mission in the developing world. 


5 FtrrtENTH Street NW Vashjmctok. DC 
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Question #1 Submitted for the Record 
MCC Hearing, Feb. 26. 2008 
Submitted by Chairwoman Nita Lowev 

Specifics of the FY 2009 Request 

The fiscal year 2009 budget justification includes $1.8 billion for 5-6 new 
compacts. It seems ambitious to add such a large number of additional 
compacts when you are experiencing difficulties implementing your current 
portfolio. Of the seven countries that are currently eligible for funding, at 
least four are experiencing internal political turmoil that will likely make 
them ineligible (East Timor, Bolivia, Ukraine) and the fourth has proven to 
be an unreliable partner in the past. 

• Can you please outline how you project the $1 .88 billion will be 
allocated among compacts? 

• I understand that it takes approximately 24 months to develop a 
compact. Can you please provide a summary to us of those countries that 
are currently compact eligible and where they stand in the process? What 
compacts do you believe you will be able to sign in FY09 considering the 
extensive work that must be done before signing a compact? 

• Do you realistically believe that you will be ready to sign 5-6 new 
compacts in FY09? 

• [Can you please outline how you project the $1 .88 billion will be 
allocated among compacts?] 
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Answer to Question #1 Submitted for the Record 
Specifics of the FY 2009 Request 

• Can you please outline how you project the $1.88 billion will be 
allocated among compacts? 

MCC expects to have a robust pipeline of new compacts for FY09, 
including for Jordan, Moldova, Senegal and the Philippines. Recent 
compact proposals have resulted in compacts in the range of $350-700 
million and with these four countries alone we would expect to utilize our 
budget request. We are also working with Timor-Leste and Malawi. In 
detail: 

Jordan is a high-capacity, lower middle income country that has 
established a strong core team with visible support from the new Prime 
Minister. MCC’s Jordan team has completed an economic constraints 
analysis and plans to complete sector analyses prior to submitting 
investment proposals. MCC anticipates that its proposal will likely result in 
a compact in the range of $400-450 million. 

Moldova has already submitted a compact proposal that includes 
investments in several sectors. Based on an initial review of the proposal, 
MCC believes Moldova's compact will likely be in the range of $350-450 
million. 

Senegal , a country with significant development needs, has energetically 
re-engaged with MCC and committed at the highest political levels to a set 
of deadlines that will result in a compact proposal sometime during summer 
2008. MCC expects Senegal to propose a compact in the likely range of 
$350-500 million. 

MCC’s Board selected the Republic of the Philippines as an eligible country 
in March 2008. The Philippines has high capacity and a tremendous 
opportunity for growth, but also huge unmet development needs driven by 
a large population living below the poverty line. Based on the high level of 
political support for engagement with MCC, and their development needs, 
we believe that the Philippines will produce a proposal for consideration in 
FY09 in the likely range of $500-$700 million. 


2 
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In addition, MCC is engaging with the government of Timor-Leste with the 
aim of developing a compact proposal before the end of calendar year 
2008. MCC expects the Timorese proposal will focus on one major sector 
of activity and result in a compact of roughly $200 million. 

MCC has also initiated engagement with Malawi . Early MCC estimates are 
that Malawi’s eventual compact will be in the likely range of $350-500 
million. 

MCC considers the figures above as preliminary at this time, pending 
further assessment of the proposed investments. 

MCC requires a level of funding adequate to (i) support the pipeline 
described above and (ii) encourage other countries to work steadily toward 
passing MCC’s stringent eligibility criteria. Given the pipeline, MCC 
considers the President’s 2009 funding request as the minimum necessary 
to support these two critical objectives. 

The above estimates have not factored in Bolivia and Ukraine - two 
countries eligible for a compact, but are not proceeding as steadily through 
the compact development process. 

The total value of the six most promising compacts outlined above ranges 
is over $2.2 to $2.8 billion. If the four most likely of these six countries 
conclude compacts in FY09 at the mid-range of current estimates, MCC will 
require at least $1.8 billion in compact funding. 

Compact funding less than $1 .8 billion will mean that countries that have 
labored to qualify for MCC assistance, made significant reforms, and made 
substantial investments in preparing detailed investment proposals, will 
likely find that MCC cannot move ahead with ready compacts due to 
inadequate funds. 


• / understand that it takes approximately 24 months to develop a 
compact. Can you please provide a summary to us of those 
countries that are currently compact eligible and where they stand 
in the process? What compacts do you believe you will be able to 
sign in FY09 considering the extensive work that must be done 
before signing a compact? 
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Jordan, Moldova, Senegal, the Philippines, Malawi, Timor Leste, Bolivia 
and Ukraine are currently compact eligible. 

Moldova has submitted a proposal, Jordan is working on a proposal, and 
Senegal, Malawi and Timor Leste are at early stages of proposal 
development. MCC has not engaged with Bolivia in recent months. The 
Ukraine has been focused on internal political developments and has yet to 
re-engage MCC since their recent elections. 

MCC is a competition for funds and it is difficult to predict with high 
certainty which countries will sign compacts in FY09. Nevertheless, based 
on this pipeline, MCC’s preliminary forecast suggests that it will be able to 
sign compacts with Jordan, Moldova, Senegal, and the Philippines, as well 
as possibly Malawi and Timor Leste in FY09. 

• Do you realistically believe that you will be ready to sign 5-6 new 
compacts in FY09? 

MCC is aiming to sign at least four new compacts in FY09. 
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Question #2 Submitted for the Record 
MCC Hearing. Feb. 26. 2008 
Submitted by Chairwoman Nita Lowev 


Collaboration with other Agencies 

For our foreign assistance to be successful, we must ensure that it is well 
coordinated and reflective of a single strategic vision. Indeed, this was the 
Administration’s rationale in creating the Office of the Director of Foreign 
Assistance, an office whose jurisdiction inexplicably fails to include the 
MCC. I understand that you cannot control the internal planning processes 
at other agencies but you can control how your employees interact with that 
process. 

• What are you doing to improve collaboration with the State 
Department and with USAID? 

• During compact development, how do you interact with your USAID 
and State colleagues to ensure that compact programs complement the 
current foreign assistance in that country? 

• How do you ensure that lessons learned from USAID’s long history in 
many of the countries in which you work are incorporated into compact 
development? 
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Answer to Question #2 Submitted for the Record 
Collaboration with other Agencies 

MCC coordinates with State and USAID in Washington and in the field at 
all stages of the MCC process to ensure that information on MCC programs 
is available for the State/USAID budget process. 

In compact countries, MCC consults with USAID and the Embassy 
regarding proposals for MCC funding from the partner country to ensure 
that proposed programs complement existing programs and benefit from 
USAID’s on-the-ground technical and country expertise. In fact, USAID 
and the embassy are the first stop for consultations on whether a country’s 
proposals make sense and would result in poverty reduction and economic 
growth. While MCC eligible countries may use MCC assistance to scale-up 
successful USAID pilots, MCC compacts generally do not overlap with 
USAID programming and if they do, MCC and USAID will discuss and may 
adjust programs to avoid duplication. Once a compact is signed, MCC 
usually assigns two employees to the country, who operate as part of the 
U.S. Ambassador’s country team, participate in embassy strategic 
planning, and coordinate directly with State and USAID colleagues on the 
ground. 

MCC also coordinates closely with State and USAID to help countries 
improve policies in order to qualify for MCC and to maintain and improve 
performance once they meet the MCC criteria, providing guidance and 
diagnostics on policy performance. With the same purpose, USAID 
administers MCC’s Threshold Program in 16 countries. MCC provides 
USAID funding to support and administer threshold programs. MCC works 
directly with USAID missions, as they administer threshold programs, 
coordinating with USAID in Washington. 

In Washington, the Secretary of State chairs MCC’s Board of Directors and 
the USAID Administrator sits as member of MCC’s Board. They and their 
staffs are briefed on and aware of all major issues affecting MCC and MCC 
programs. MCC is also an active member of the Development Policy 
Coordination Committee, chaired by the Director for Foreign Assistance, 
which coordinates overall U.S. government development policy. MCC 
participates in the State-USAID foreign assistance budget process led by 
the Director for Foreign Assistance (who sits on MCC’s Board as the 
USAID Administrator) to ensure that State and USAID have a full 
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understanding of the country-developed and implemented MCC programs 
in compact countries. As State and USAID make their budget 
determinations, there are opportunities for targeted State Department and 
USAID programs to complement and augment the impact of MCC’s sizable 
investments. 

MCC and USAID cooperation is widespread and healthy. If problems arise, 
they are quickly identified and addressed. USAID and MCC management 
have made clear the importance of close coordination and cooperation and 
are working to ensure that adequate communication of budget decisions 
and their rationale are provided to the field, partner countries, and the 
general public. 
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Question #3 Submitted for the Record 
MCC Hearing. Feb. 26. 2008 
Submitted by Chairwoman Nita Lowev 

Compact implementation 

It takes an average of 30 months to develop a compact, from when a 
country becomes eligible to when it signs a compact and that compact 
enters into force. In addition, MCC must invest significant resources to 
establish an MCA entity within the country to implement the compact, from 
enacting legislation to hiring staff and establishing fiscal systems and other 
policies. The first few compacts that MCC signed will soon end, and 
countries like Madagascar and Honduras could become re-eligible for 
sequential compacts. 

• Given that the groundwork has already been laid in Madagascar (and 
in other countries with compacts) in terms of an established MCA 
entity, is it MCC's intention to sign sequential/additional compacts 
with these countries? 

• How does the concept of working over a longer period of time with a 
set of countries affect the MCC model? 

• How long would MCC foresee engaging countries? 10 years? 20 
years? More? 

• If the MCC plans to sign follow-on compacts with countries, what 
happens if Madagascar (or other countries) do not continue to meet 
MCC's indicators? For example, Madagascar was "deemed" eligible 
in FY 2007 and FY 2008. In fact, 7 of the 11 countries with compacts 
currently in force did not meet MCC's indicators in FY 2008; 6 of 
these were deemed eligible while Cape Verde was not selected at all. 
How will signing follow-on compacts affect the motivation of newly 
eligible countries? Will they perceive themselves to be at a 
disadvantage relative to countries with an established MCC entity? 
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Answer to Question #3 Submitted for the Record 


Compact Implementation 

At MCC’s June Board meeting, the MCC Board will discuss the criteria 
applicable to deciding whether the eligibility of a current compact country 
will be eligible to apply for a second, or consecutive, compact. Generally, 
MCC will want to support countries that (i) meet economic and eligibility 
requirements established under the Millennium Challenge Act, and (ii) are 
successfully implementing their current compacts. The possibility of a 
second compact provides a strong incentive for our current country 
partners to continue improving their policy performance, including MCC’s 
new criteria -- the Natural Resources Management and Land Rights and 
Access indicators -- and to diligently complete their current compact. MCC 
recognizes that partner countries have invested substantial human and 
financial resources to develop the capacities and systems needed to 
implement a compact and believes that second compacts will allow us to 
take advantage of these established mechanisms to leverage our 
resources so that we can have an even greater impact on poverty 
reduction. 

Working with a set of countries over a longer period of time would not alter 
the MCC model, because we will continue to apply MCC’s principles to 
programs in poorest countries of the world. MCC would continue to base 
compact eligibility on a competition based on good policy performance. 
Country ownership of the compacts would remain central to achieving the 
results expected from the investments; and countries would need to 
demonstrate the results of their first compacts. However, MCC is not an 
open-ended program of assistance, and no compact country can assume 
that additional compacts are forthcoming. 

MCC’s founding legislation asks the Board to consider whether a real 
opportunity exists for MCC to contribute to poverty reduction through 
economic growth when making eligibility decisions. In addition to good 
policy performance, this continues to be a critical factor on which MCC 
should gauge its engagement. Most MCC partner countries have 
extremely low per capita incomes, so even with sustained high growth, they 
could remain within the low income or lower middle income category of 
countries and potentially eligible for subsequent compacts for some time. 
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Even as MCC begins to consider the possibility of second compacts, we 
will continue to welcome new compact partners, MCC will not 
disadvantage countries seeking eligibility for the first time. MCC will 
continue to maintain its focus on policy reform, and will continue to reward 
reform efforts in candidate countries. Performance on the eligibility criteria 
will continue to be the most important factor considered by the MCC Board 
during the selection process. Finally, since MCC will consider the 
implementation track record of countries with compacts; in that respect, 
current compact partners face an additional challenge. These factors 
should control, if not entirely eliminate, any perception that established 
countries have some sort of advantage over newly eligible ones. 
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Question #4 Submitted for the Record 
MCC Hearing. Feb. 26. 2008 
Submitted bv Chairwoman Nita Lowev 

Examples of Successful Implementation 

A recent MCC press release states that "implementation is underway in the 
compacts we have signed, results are emerging, and the success of our 
programs is becoming evident." 

• Could you give the Subcommittee a few concrete examples of this 
success? 


M 



235 


Answer to Question #4 Submitted for the Record 


Examples of Successful Implementation 

MCC has signed compacts with 16 countries, totaling $5,5 billion dollars. 
Eight of these 16 compacts are entering their second or third year of 
implementation, and are achieving tangible results. MCC is proud to feature 
these accomplishments in our new Quarterly Status Reports for each 
country, found on the MCC website: 

http://www.mcc.qov/about/reports/status/report-implementation.php 
For example: 


• In Georgia, MCA contractors completed repairs on critical sections of 
the country’s main natural gas pipeline totaling $14.5 million in MCC 
funding were completed in 2007, with gas now flowing to homes and 
businesses. Phase 2 repairs and rehabilitation are being designed. 
The Agribusiness Development Project has a total of 54 signed grant 
agreements for an aggregate value of $2 million. Thirty-six grants are 
for primary agricultural producers, ten are for farm service centers, 
and five are for agricultural processors and manufacturers and three 
are for projects that enhance an agricultural value chain. These 
projects will directly benefit more than 500 farmers and a broader 
community of more than 36,000 rural Georgians will also have 
greater access to quality agriculture supplies and extension services. 
We have also awarded four municipal infrastructure grants for water 
sanitation and irrigation projects, one of which (in Poti, Georgia) is 
near completion and will benefit 50,000 urban inhabitants with safe, 
residential potable water. 

• In Madagascar, all 876,000 existing land documents in the 29 land 
administration services have been inventoried. The Land Tenure 
Project has opened 18 local land management offices and a full 
expansion of decentralizing land management has begun in two of 
MCA-Madagascar's zones. Through the Agricultural Business 
Investment Project, MCA-Madagascar has provided technical 
assistance to over 14,300 farmers and facilitated farmer groups in 
mobilizing microfinance loans worth $541,000. MCA-Madagascar 
has established six Agricultural Business Centers. These centers 
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provide rural entrepreneurs with training and technical assistance on 
agribusiness technology, accessing credit and management skills. 

• In Armenia, the rehabilitation of rural roads commenced on 

November 9, 2007 with the construction of a 25-kilometer pilot road 
segment. The road links northern Armenia to major agricultural 
markets for northern Armenia. By the end of 2008, nine villages along 
the route will benefit from the new road. MCA-Armenia has signed its 
second construction contract and will soon begin repairing 6,500 
meters of canal that will transmit water for irrigation of 1 , 1 37 acres of 
farmland, benefiting 637 farmers. Farmers living in the communities 
that will benefit from improved irrigation provided 15% of the funds 
required for the repairs. To date, training under the water-to-market 
activity has helped 6,000 farmers to use new and improved farming 
technologies. 


• In Honduras, Nearly 1 ,300 program farmers are receiving technical 
assistance in areas such as basic production practices, land 
preparation, pest management, and irrigation systems. Over 700 links 
connecting program farmers with agricultural processors, exporters 
and wholesale markets have been established. The designs for 635 
kilometers of Farm to Market Roads have been finalized. 

Procurement of supervision services is ongoing and works are 
projected to begin in June. 

• In Nicaragua, the Rural Business Development Project has helped 
producers develop and implement nearly 1 ,000 business plans. 
Investment promotion activities have resulted in investment 
commitments that are expected to create 1 ,300 jobs in Leon and 
Chinandega. Over 1 .2 million trees have been planted as a result of 
reforestation efforts. In the Transportation Project, the Government 
of Nicaragua passed critical road maintenance funding legislation 
prior to entry into force of the compact. This legislation helped to 
collect over $10 million for roads maintenance during 2006. In the 
Property Regularization Project, an early titling effort has resulted in 
the issuance of more than a thousand clean property titles being 
issued to beneficiaries in Leon. 
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• In Benin, in preparation for the rural land titling program, MCA-Benin 
has conducted public information sessions have been conducted to 
inform local authorities, NGOs, and village leaders about the titling 
process and decentralized land management. Engineering analyses, 
design work and environmental assessments that will guide the major 
port infrastructure works began in January 2008. 

• In Ghana, in its first year of implementation, the MCA accountable 
entity has signed agreements with key government entities such as 
the Bank of Ghana, the Ministry of Food and Agriculture, and the 
Institute of Social Scientific and Economic Research to implement 
MCC-funded programs. Under the Community Services component, 
25 schools will be rehabilitated by April. An additional 22 schools 
damaged by floods in the northern region have been surveyed and 
will be rebuilt in the coming months. MiDA interviewed approximately 
60,000 farmers and have registered them for vocational training set to 
begin in April. The Bank of Ghana has certified 14 financial 
institutions as qualified to participate in the compact credit facility with 
credit disbursements expected to begin in April. Significant 
procurements for roads, agricultural training, cold storage and pack 
house construction, as well as improved ferry services on Lake Volta 
are nearing completion. 
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Question #5 Submitted for the Record 
MCC Hearing. Feb. 26. 2008 
Submitted by Chairwoman Nita Lowev 

Disbursement Rates and Impact on Compact Programs 

The disbursement of funds is substantially below the planned disbursement 
schedules that were developed when compacts entered into force. 

• What factors account for this situation? 

• What steps is MCC taking to improve the accuracy of disbursement 
estimates for existing compacts and to ensure that projects will be 
completed by the end of the compact? 

• What steps is MCC taking to provide more realistic project plans at 
the time of compact signing? 

• What will MCC do with unused compact funds? 

• Would MCC carry these unused resources forward into new 
compacts with a country? 
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Answer to Question #5 Submitted for the Record 


Disbursement Rates and Impact on Compact Programs 
• What factors account for this situation? 

MCC and its partners formulated the original disbursement forecasts for 
early MCC compacts during the compact development period based on 
best estimates given available information. MCC and the accountable 
entities (i.e. the legal entity established in each compact country to 
implement the program) refine the cost and scope of projects in a compact, 
and the disbursement timelines as they receive additional information and 
clarity from feasibility studies and designs and as implementation moves 
forward. MCC’s continuous tracking of implementation activities results in 
periodic adjustments and changes to disbursement rate estimates in all 
compacts throughout their lifetime based on MCA’s detailed work plans and 
procurement plans. Our implementation support and oversight teams for 
each compact monitor progress against those plans is closely. We 
accordingly revise disbursement forecasts periodically. 

Equally important to the technical parameters, disbursement rates are 
influenced by the capacity of partner countries to establish a well- 
functioning accountable entity, their ability to work through MCC’s 
demanding procurement and fiscal requirements to safeguard U.S. funds, 
their ability to manage implementation requirements, and the smooth 
functioning of fiscal and procurement agents, where needed. MCC 
remains committed to protecting the integrity of its investments and 
improving the ability of partner countries to meet the demands of 
international development standards. This steady, rigorous approach has a 
far greater impact on long-term development outcomes for our partner 
countries than seeking ways to spend money faster, despite significant 
outside pressures to do so. 


• What steps is MCC taking to improve the accuracy of disbursement 
estimates for existing compacts and to ensure that projects will be 
completed by the end of the compact? 

MCC recognizes that its early disbursement forecasts should better reflect 
likely spending patterns. 
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Based on more detailed analysis during compact development, we will 
continue to develop more detailed cost estimates and work plans prior to 
compact signing. More detailed disbursement rate forecasts will be 
developed when a compact enters into force on the basis of detailed work 
plans and procurement plans. MCC’s continuous tracking of 
implementation activities will result in periodic adjustments and changes to 
disbursement rate estimates in all compacts throughout their lifetime as the 
implementation progress moves forward on the ground. 

Investing additional time early to complete more analysis before signing 
compacts and to accomplish more implementation preparation before 
compacts enter into force (which starts the statutory 5-year clock) will result 
in more accurate disbursement estimates. 


• What steps is MCC taking to provide more realistic project plans at 
the time of compact signing? 

Based on lessons learned from early compacts now in implementation and 
as part of our pursuit to incorporate such best practices, MCC has 
implemented procedures during the compact development process to 
complete more project analysis (pre-feasibility, feasibility, and some design, 
etc.) before signing compacts. 

MCC has undertaken a thorough review of existing compacts in 
implementation since the corporation’s reorganization in October 2007 to 
focus on better supporting our partner countries as they implement their 
programs. All compacts in implementation receive periodic review which 
often includes disbursement projections and the implementation timeline to 
track progress on meeting critical milestones to help ensure that principal 
compact objectives are completed within the remaining time of the 
Compact. 

• What will MCC do with unused compact funds? 

MCC has not yet established an official policy for unused funding at the 
conclusion of a compact. Current financial pressures (e.g. the weakening 
of the dollar, construction price increases) previously discussed with the 
Committee and staff make it unlikely that MCC will have unused funds at 
the conclusion of a compact, and MCC expects that all compacts funds will 
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be used to support programs and activities described in the compact. MCC 
has incorporated the experience and insights gained by this effort into 
compact development work, and will do so going forward. 

• Would MCC carry these unused resources forward into new 
compacts with a country? 

In the event that resources are not used for a compact, MCC has the 
authority to use any undisbursed funds, since funds appropriated to MCC 
are available until expended. These funds would be available to fund new 
compacts. 
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Question #6 Submitted for the Record 
MCC Hearing. Feb. 26. 2008 
Submitted by Chairwoman Nita Lowev 

Entry Into Force and Compact Implementation 

To be in a position to hit the ground running when compact implementation 
starts at entry into force, MCC reportedly is moving more tasks into the 
period of time between compact signing and entry into force and funding 
some of these activities using its 609(g) authority. As a result, this last 
phase of compact development may end up being 10-12 months long. 

• Why are these changes necessary? 

• By making these changes, has MCC effectively expanded compact 
implementation for 5 years to 6 years? 

One of this Committee's longstanding concerns has been the length of time 
from appropriation to fund commitment at signing, to obligation at entry into 
force, and finally to disbursements, which marks the start of the flow of 
resources into the MCC countries. From our perspective as appropriators 
facing real opportunity costs with taxpayer dollars, leaving large sums of 
federal funds unused for months or years is bad fiscal policy. 

• Won't expanding the length of time from compact signing to entry into 
force just exacerbate this problem? 

• What options are available for reducing the time from appropriation to 
obligation and disbursement? 
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Answer to Question #6 Submitted for the Record 

Entry Into Force (EIF) and Compact Implementation 

• Why are these changes necessary? 

MCC has made these changes to ensure that the MCAs can implement the 
projects as fully as possible, and with a minimum of scope changes or 
delays that might cause other problems (such as running out of time prior 
to completion). MCC must ensure that these projects reflect adequate 
preparation, planning, and diligence. To do otherwise would waste 
taxpayer money, and would eventually compromise MCC’s mission. 

Given the principle of country ownership, MCC has taken appropriate and 
prudent steps to ensure that the compact partner country, builds the 
capacity to absorb and productively use MCC funded assistance. This 
includes putting in place fiscal accountability structures that will help ensure 
that taxpayer money is not lost or wasted, as well as build technical 
capacity to process terms of reference for contracts to procure goods and 
services to implement the compact. It is a responsible recognition of the 
capacity limitations of developing countries, and a prudent approach to 
planning and implementation, that has made these changes necessary. 


• By making these changes, has MCC effectively expanded compact 
implementation for 5 years to 6 years? 

Compact Implementation does not begin until a compact enters into force. 
Implementation activities can only occur when the procurement process for 
goods and services has begun and an accountable entity has issued 
contracts and the procurement process for goods and services has 
begun — after EIF. An extended period between signing and EIF is needed 
in some cases, to ensure completion of all adequate preparations 
necessary to begin implementation activities. 


• Won't expanding the length of time from compact signing to entry 
into force just exacerbate this problem? 


MCC has found that the benefits associated with an ensuring an adequate 
length of time from signing to EIF, in terms of better preparation and 
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country readiness for implementation, including strengthening their capacity 
to implement, outweigh the costs of longer time horizons for delivering 
results. 


• What options are available for reducing the time from 
appropriation to obligation and disbursement? 

MCC has considered a number of options to reduce the length of time from 
appropriation to obligation (compact entry-into-force) to disbursement 
(following EIF). One option that MCC has decided to pursue actively with 
new compact countries, such as Moldova or Jordan, is increasing the level 
of technical assistance made available to countries prior to signing through 
609(g) funding. This would allow MCC to support country efforts to develop 
their viable project ideas from the concept stage to a pre-feasibility or 
feasibility stage before signing. Under current practice, this has been done 
after signing or after EIF during implementation. Under MCC’s newly 
revised approach, this would mean that MCC and eligible countries would 
seek to enter into compacts at a more developed stage, increasing the 
chances for larger early disbursements. 
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Question #7 Submitted for the Record 
MCC Hearing. Feb. 26. 2008 
Submitted by Chairwoman Nita Lowev 


MCC Staffing 

As a means to speed up implementation and ensure appropriate oversight, 
are you considering putting more MCC staff on the ground - and earlier in 
the process - particularly in areas like procurement, consultation, and 
monitoring and evaluation? 


22 



246 


Answer to Question #7 Submitted for the Record 
MCC Staffing 

MCC has developed a relatively small footprint in each of our compact 
countries. Typically we have five staff in each MCC office: 

• a Resident Country Director (RCD) and Deputy Resident Country 
Director, who are usually MCC direct hire staff; and 

• a development specialist, an office manager and a driver, who are 
either locally engaged staff or eligible family members of U.S. 
embassy personnel. 

MCC has maintained this small staffing model for two reasons: 

1 . Country Ownership - MCC compact countries are primarily 
responsible for implementing MCC compact assistance, and typically 
establish an accountable entity that has significant financial, procurement 
and implementation capacity. While MCC ensures adequate oversight of 
assistance projects, we do not want to cross the line into actual 
implementation. By maintaining a small footprint, we ensure that the 
responsibility for implementation remains with our country partners. 

2. Budget - it is very expensive to maintain staff, in particular U.S. 
government direct hire staff, overseas in the countries in which MCC 
operates. For example, annual International Cooperative Administrative 
Support Services (ICASS) charges for our small offices approach $200,000 
in some of our African posts, and annual Capital Security Cost Sharing 
charges for each desk in an embassy have increased to over $20,000. 

This is in addition to the costs of housing, local staff, and allowances. The 
expenditures on overseas offices is the fastest-growing line item in our FY 
2009 budget, and maintaining a small footprint is the most effective way to 
control this cost. 

MCC recognizes that our partner countries require technical assistance, as 
well as continued oversight, from MCC. The creation of two new 
Departments at MCC, Compact Implementation and Compact 
Development, has helped focus technical resources on areas of greatest 
need: 
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• The entire implementation support team is part of the Department of 
Compact Implementation (DCI). This means that country experts, 
engineers, sector specialists, and financial management, 
procurement, environment and resettlement experts all work in one 
place. They each report to managers within DCI and are responsible 
to resident country directors for relevant country work. This enables 
these specialists to provide support more quickly and effectively 
provide support to partner countries when needs are identified by the 
RCD. It also allows the Vice President of Compact Implementation to 
focus technical resources on countries that have the greatest 
capacity constraints. 

• The Department of Compact Development (DCD) is putting into place 
a new framework and timeline that will provide technical assistance to 
eligible countries earlier in the compact development process. One 
component of this new framework is to identify technical assistance 
requirements early on and provide contracted support through section 
609(g) funds (if before compact signing) or through compact 
implementation funds (if between compact signing and entry into 
force). 

These measures help build the implementation capacity of our partner 
countries, and to focus MCC technical resources where they are most 
needed in as cost-effective a manner as possible while maintaining MCC’s 
small overseas footprint. 
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Question #1 Submitted for the Record 
Millennium Challenge Corporation (MCC) Hearing. Feb. 26, 2008 

Submitted by Republican Ranking Member Frank R. Wolf 

Corruption: 

It is my understanding that 60% of MCC compact funding is devoted 
to infrastructure projects. In developing and developed countries, roads and 
engineering infrastructure is often fertile grounds for corruption. I am 
referring to petty theft of materials and bribes, large scale collusion, bid 
rigging and poor quality of construction. 

Corruption can lead to rising costs as well as lower developmental and 
economic returns, but also may lead to high human costs. One stark 
example was the thousands of houses in Turkey that collapsed during the 
1 999 earthquake because sand had been used instead of concrete in their 
construction. 

What assurances can you give the subcommittee that corruption is not 
a major factor in the implementation and costs of MCC compacts? Please 
give specific anti-corruption measures that the MCC is including in its 
procurement, oversight and auditing procedures. 
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Answer to Question #1 Submitted for the Record 

MCC takes the issue of corruption very seriously. A country’s performance 
on corruption is a key consideration in determining whether a country will 
gain eligibility for MCC programs. Indeed, MCC is the only U.S. foreign 
assistance program that ties eligibility for assistance directly to performance 
on an independent, publicly available corruption indicator. Having the 
corruption indicator raises the profile of corruption as a core policy issue, 
creates a powerful incentive for countries to adopt tough anticorruption laws, 
strengthens oversight institutions, opens up the public policy-making process 
to greater public scrutiny, and steps up corruption-related investigations and 
prosecutions. In a recent working paper, MCC documented the range of 
anticorruption reforms adopted by countries that want to be part of the 
“MCC Club,” as summarized in the attached issue brief. The full working 
paper is available online at: 

http://www.mcc.gov/programs/fightcorruption/index.php . 

MCC expects countries to maintain the positive performance that they 
achieved to be selected as eligible for a compact, and to continue the policy- 
reform process through the term of their compact. MCC monitors policy 
performance on an ongoing basis and evaluates whether there is a significant 
policy reversal or decline on corruption. MCC has a suspension and 
termination policy in place that specifically addresses significant policy 
reversals on corruption performance should they arise in any of our partner 
countries. 

During compact implementation, MCC takes a comprehensive approach to 
preventing corruption and fraud. This approach has five main components: 
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• Transparent and clean procurement: Before contracts are signed, 
MCC performs regular oversight on the reasonable price of bids to 
reduce the possibility of collusion and bid inflation. Millennium 
Challenge Account (MCA) entities are also required to perform and 
document multiple checks against U.S. Government excluded lists to 
ensure any and all prohibited contractors are not eligible. MCC 
continuously improves its processes to prevent fraudulent or 
corruptive practices in MCA projects. One recent improvement is the 
creation of a database for contractors’ past performance, so that 
countries can benefit from the contract management lessons learned 
by MCC partner countries around the globe. 

• Effective contract management and project oversight: MCA 

entities are required to use exact, internationally recognized methods 
of construction contract management. To ensure this, MCC 
contracted with independent engineers to provide quality assurance on 
major projects. MCC has also raised the standards by which contract 
invoices are documented, reviewed, and approved within 30 days 
prior to payment for any work completed. This ensures that any 
expenditure of MCC funds is grounded in a firm foundation of 
complete and quality work by the contractor. 

• Oversight structures: MCC requires a network of oversight 
structures that include procurement and fiscal agents. These agents 
are tasked with independently overseeing the processes followed prior 
to the signing of each contract and the transmission of each payment. 
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In order to ensure compliance, and in coordination with the USAID 
Office of Inspector General (OIG), MCC has pursued an aggressive 
schedule of financial audits in every country. While only required to 
take place annually, MCC determined that it is prudent to complete 
these audits every six months. Findings and recommendations in the 
audits are followed closely by MCC and any necessary corrective 
action is taken before the next audit cycle. 

• Training: MCC and the MCC OIG continually cooperate in 
supplementing corrective actions with local capacity-building on 
fraud and corruption indicators. This is accomplished through a 
combination of in-country training and MCC headquarters workshops 
for local partners in key positions. 

• Stringent Financial Controls: MCC is undertaking an aggressive 
roll-out of the Common Payments System (CPS), which centralizes the 
payment of compact expenses with MCC’s financial services provider 
and eliminates the need to “advance” most funds to partner countries. 
CPS was successfully piloted in Mali in September 2007 and a CPS 
operating manual was completed in February 2008. MCC plans to 
deploy the CPS in all new and existing compact countries by the 
summer of 2008. 

To maintain a strict focus on accountability in the use of MCC funds, 

MCC’s anticorruption measures will continue to evolve and focus on 
training, oversight, and corrective action where and when it is needed most. 
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Question #2 Submitted for the Record 
MCC Hearing. Feb. 26. 2008 

Submitted by Republican Ranking Member Frank R. Wolf 

Rising Costs of MCC Compacts: 

It is my understanding that many factors are leading to higher than 
budgeted costs to implementing ongoing MCC compacts. Some of these 
costs are under the control of the MCC, such as earlier feasibility studies of 
projects, but many are not. These include rising energy costs and dollar 
depreciation. 

1) First, please detail these costs increases for the subcommittee; 

2) how can we in Congress be assured that resources are being spent 
in accordance with the compact and toward the attainment of the compact’s 
objectives? and 

3) what is being done proactively to address such possible shortfalls in 
future compacts? 
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Answer to Question #2 Submitted for the Record 

1) MCC monitors its portfolio of projects on an ongoing basis, making 
changes and adjustments to ensure the quality and benefit of our 
investments. MCC is carefully managing the many pressures associated 
with the normal course of compact implementation. These challenges fall 
primarily into three areas: 

a. External economic constraints brought on by the falling dollar; 
increased energy, transport, and materials costs; and, a global 
construction boom. Please see table 1 and graph 1 below for 
examples. 

b. Changes to accommodate results of feasibility studies and project 
design studies. For example: 

i. In Cape Verde, studies for the Port project recommended 
moving the location of the cargo village and access road, 
implying higher costs. 

ii. In Mali and Vanuatu, design studies provided updated cost 
estimates. 

c. Changes to project scope to maximize benefits based on ongoing 
consultations with stakeholders. For example: 

i. In Honduras, the CA-5 highway design was revised to widen 
the road in some stretches. This allowed for higher economic 
returns, but implied additional construction costs and 
compensation for more affected people. 

MCC is not alone in dealing with these pressures and challenges. Other 
donors, governments, and private firms are facing similar external economic 
constraints, which have been well documented in the press and trade 
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journals - particularly for those working on infrastructure projects. Further, 
the need to update projects is an assumed part of the project cycle as project 
mangers refine designs based on technical studies, design changes, and 
environmental mitigation measures. 

Table 1: 


External Pressures on Costs 


Cost Categories 

Change in Costs, 

January 2005 to 

July 2007 

Crude Oil Price Index 

72.0 % 

Steel Price Index 

11.3% 

Paving Mixtures Price Index 

28.0 % 

Cement Price Index 

9.0 % 

Bidder Country Exchange Rates 

15.0% 

Partner Country Exchange Rates 

6.0 % 


Source: IMF. Available at http://www.imf.org/external/nD/res/commod/extemaldata.csv 




255 



“ Armenia Georgia Vanuatu - 


As noted below in table 2, MCC manages these cost challenges by: 

• Revising project specifications where appropriate to ensure maximum 
impact per dollar spent; 

• Revising overall project scope, based on priorities as agreed by MCC 
and the relevant MCA and government; 

• Prioritizing portions of the project with stand-alone value; and 

• Liaising with other donors to leverage MCC funding and identity 
ways to complete the original project through parallel financing. 
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Tabic 2: 


MCC Infrastructure Project Re-Estimates Summary Table* 


B 

Reasons for Project He -Estimate 

Proposed Updated Implementation Approach 


Irrigation: 

• Dollar depreciation (ex: local currency appreciation 
against the dollar 44% from 2003 to 2007) 

* Increased oil prices 

• Increased local construction costs and inflation (30% 
from 2005 to 2007) 

Roads: 

• Dollar depreciation 

* Increased oil prices 

* Regional construction boom 

Irrigation: 

• Redesign of procurement approach to maximize impact 
ot available funds and enhance the prospects for parallel 
financing 

Roads: 

• Redesign of procurement approach to maximize impact 
of available funds and enhance the prospects for parallel 
financing 

• Re packaging of roads into two separate lots for 
scalability; revising technical specifications of roads 

• MCC likely to fund 40 of 85 candidate segments, 
selecting those with highest returns 

Signing 27-Mar-06 

E!F 29- Sep-06 

CAPE VERDE 

Port: 

• More detailed information from feasibility study 

• Change in scope, eg. change location of cargo village 
and access road, leading to significantly higher site 
preparation costs 

• Increased input costs 

• Dollar depreciation 

Roads: 

• Revised design information 

• Increased input costs 

• Dollar depreciation 

Port: 

• Project will be divided into two phases, of which the first 
will be funded by MCC and the second by Government 
of Portugal 

• Phase 1 will utilize funds originally planned for Phase 2 
to cover cost increases 

Roads: 

• Expect three of the original five roads built with MCC 
funding 

• Expect design will be done on all five to enhance the 
likelihood that external funding can be found to complete 
the construction program 

Signing 04-Jul-05 

EIF. 17-0ct-05 


Roads: 

• Dollar depreciation 

• Regional construction boom 

• increased input costs, including fuel and bitumen (35% 
from mid 2005 to end 2007) 

• Georgia-specific risk factors leading to significant 
contingencies in the bids 

Roads: 

• Procurement re-packaged to maximize both cost 
efficiencies and flexibility and address risk factors 

• Re-packaging of project into six separate sub- 
packages for scalability and to facilitate co-financing 

• MCC likely to fund the top priority 3-4 of these sub- 
packages, fully preserving the original intent of the 
project 

• Possible financing of remaining sub-packages by 
Georgian Government 

Signing; 12-Sep-05 

EIF: 07-Apr-06 


Road: 

• More detailed information from feasibility studies 

• Expansion in scope of works to maximize the impact of 
the project 

• Increased costs for resettlement 

• Increased input prices 

Road: 

• Probable co-financing by Central American Bank for 
Economic Integration 

Signing: 13-Jun-05 

EIF; 29-Sep-05 

B3 

Airport: 

• More detailed information from feasibility studies 

• Proposed expansion of scope of project to maximize 
impact 

Industrial Park: 

• More detailed information from feasibility studies 

• Decreased viability of project due to lack of critical 
municipal services, more serious environmental and 
social costs than expected, and unfavorable policy and 
institutional environment 

• Dollar depreciation 

• Increased input costs 

Airport: 

• Transfer funding from industrial Park project to Airport 
Industrial Park: 

•Reallocate funding from Industrial Park project to 

Airport project 

Signing: 13-Nov-06 

EIF: 17-Sept-07 

V'ANUA RJ 

Roads: 

• Roads engineered to more demanding specifications 
than necessary 

• Extra mobilization costs caused by limited construction 
period and number of sub-projects 

• More detailed information in design study 

• Dollar depreciation 

• Increased input prices 

• Regional construction boom 

Roads: 

• Re-scoping and re-packaging of project into separate 
sub-projects to facilitate co-financing 

MCC not likely to cover all sub-projects, decision 
pending procurement 

Possible co-financing from the Governments of New 
Zealand and Australia 

Signing: 02-Mar-06 

EIF: 28-Apr-06 

* All information represented here is as of March 20, 2008. All updated implementation approaches are under ongoing discussion with partner 
governments and MCAs and are subject to further change. 
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2 ) 

MCC manages all project updates in a transparent manner. MCC will 
provide Congress and the public revised program information to explain 
project re-estimates and revised implementation approaches. In all compacts 
for which MCC and MCAs are conducting project re-estimates, programs 
will retain the original compact intention and objectives. For example: 

• In Armenia, the objectives of the compact are to: 1) expand the access 
of rural communities to agricultural markets, non-farm income 
opportunities, and social infrastructure by improving the condition of 
rural roads; and 2) increase the productivity of the agricultural sector 
by extending and improving the quality of the irrigation system, 
strengthening the entities that manage the system, and enabling 
farmers to commercialize their products. MCC funds will still go to 
investments in rural roads and irrigation. 

• In Cape Verde, the compact objective is to increase integration of the 
internal market and reduce transportation costs. Toward this end, 
MCC will fund phase 1 of the port and has worked with the 
government of Cape Verde to negotiate financing for phase 2 from the 
government of Portugal. MCC likely will fund construction of three 
of five roads, but will fund the design studies for all five to increase 
the likelihood of parallel financing. 

• In Honduras, the objective for the transportation project is to reduce 

transportation costs between targeted production centers and national, 

regional, and global markets. The higher-than-expected cost of this 

project is due, in part, to an expanded scope for the road (which 

expansion will enhance the economic benefits of the investment). The 

government of Honduras is in negotiations with the Central American 

10 



258 


Bank of Economic Integration to finance the segments of the road that 
are beyond the MCA compact budget. 


3 ) 

• Foresight. In the recently signed compact with Tanzania, MCC and 
MCA-Tanzania designed the infrastructure projects with rising global 
costs and higher construction demand in mind. The compact budget is 
based on trends in input costs, and takes into account the peak in 
regional construction demand associated with the 2010 World Cup in 
South Africa. 

• Monitoring. MCC monitors its portfolio of projects on an ongoing 
basis. This includes tracking external factors such as market 
conditions and currency movements, as well as project-specific 
information made available at steps in the project cycle, e.g., 
feasibility studies, design studies, and procurement actions. This 
allows MCC to identify and address issues early. 

• Experience. Based on experience, MCC has identified “best 
practices” for ongoing monitoring, updating existing compacts, and 
developing new compacts. In addition, MCC notes the importance of 

(i) applying institutional norms for budget-setting based on 
projections of price trends for key inputs, currency movements, 
market information, and other factors that contribute to cost increases; 

(ii) strategic procurement to optimize cost-effectiveness; and (iii) 
scaleable projects that can be resourced up to a fixed amount with the 
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final scope adjusted to reflect unanticipated fluctuations in costs, 
whether up or down. 

In developing future compacts, MCC will provide more technical 
assistance to countries to do more project preparatory work before 
Board approval and signing - including detailed feasibility studies, 
environmental assessments, and preliminary infrastructure design 
work - thereby reducing cost uncertainties. 
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Question #3 Submitted for the Record 
MCC Hearing. Feb. 26, 2008 

Submitted by Republican Ranking Member Frank R. Wolf 

FY09 Budget Request : 

Congress has provided $7.5 billion from fiscal year 2004 through 
fiscal year 2008. The President has requested $2,225 billion in fiscal year 
2009, which is $68 1 million or 44% higher than last year. 

Please answer a basic question, but one of importance to the future of 
MCC funding. Year after year, the Committee is faced with difficult choices 
in the atmosphere of constrained resources for foreign assistance. Each year 
the Committee must make tradeoffs between USAID, Treasury, MCC, the 
State Department and multilateral assistance. 

Now that MCC has over $6 billion in assistance being implemented 
and starting to be disbursed, how do MCC programs differ from other U.S. 
foreign assistance, and therefore deserve such a share of the subcommittee’s 
budget allocation? Please use as many specific examples as possible to 
illustrate your answer. 
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Answer to Question #3 Submitted for the Record 

MCC’s narrow focus on reducing poverty through long-term, sustainable 
economic growth differentiates it from other foreign assistance efforts. 

MCC should not be mistaken as a substitute for other U.S. and multilateral 
foreign assistance but as complementary to the investments of others. MCC 
differs from other U.S. foreign assistance programs in three distinct 
approaches - rewarding good policies, country ownership, and 
accountability for results. 

MCC’s selection process encourages and rewards good policies of countries 
in the developing world. This approach is used based on the lesson that 
development assistance is most effective when it reinforces good 
governance, economic freedom, and a country’s investments in its own 
people. For example: 

Burkina Faso. In the last three years, Burkina Faso has undertaken 
aggressive reforms to improve its economic governance. Most notable are 
the improvements made to the investment climate, where the number of days 
required to start a business was reduced from 40 to 1 8, and the cost of 
starting a business fell by nearly 50%. Due to its accomplishments in 
improving economic governance and its good performance in its threshold 
program, Burkina Faso was rewarded by being selected as compact eligible 
in fiscal year 2006 and is on track to sign a compact by the end of this year. 

Malawi. In September 2005, Malawi entered into a two-year threshold 
program focusing on anticorruption reforms. As part of the program, 45 
journalists were trained in investigative reporting techniques. As a result. 
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waste and corruption was exposed in agricultural subsidies, the privatization 
commission, and the public health and education systems. These and other 
reforms implemented by the government of Malawi have contributed to an 
improvement in Malawi’s control of corruption indicator, which is now 
above the median. This past year, Malawi was rewarded by being selected 
as compact eligible for the first time. 

Tanzania. Tanzania was among the first group of threshold countries to 
design a program to fight corruption. In fiscal year 2006 — two years after 
being selected as threshold eligible -- Tanzania showed a significant increase 
in its score on the corruption indicator and was selected for compact 
eligibility. Tanzania’s governance performance remains strong — scoring in 
the 82 nd percentile among low income countries on the control of corruption 
indicator in fiscal year 2008. This past February, Tanzania and the MCC 
signed the largest compact agreement to date for $698 million. 

Country ownership, or country-led development, is at the center of MCC’s 
interactions with country partners. Countries have reported that country 
ownership makes MCC programs more effective. A recent Gallup survey of 
MCC’s country partners revealed that 81% of the respondents believe 
MCC’s approach to country ownership will help their country achieve its 
development objectives. Country-led development is known to lead to 
greater effectiveness, improved sustainability of the investments, and helps 
to strengthen a country’s capacity to manage development resources. 
Countries that become compact eligible are responsible for identifying their 
barriers to economic growth and for developing a program that shows 
tangible results with definite benchmarks to measure progress. Country 
ownership includes participation from civil society, local governments, the 

15 



263 


private sector, and NGOs — especially important since countries are 
responsible for implementing their own compacts. 

Nicaragua. During compact development, MCA-Nicaragua built on the 
traditional role of department-level local development councils (LDCs) to 
discuss the overarching impediments to growth in Nicaragua, and ultimately 
to coordinate the consultative process. Departmental LDCs — whose 
members are drawn from civil society, NGOs, private sector and other local 
organizations -- are chaired by the mayor of that department’s largest city 
and serve as a representative body with a formal deliberative role in 
departmental governance. This process marked the first time in Nicaraguan 
history that the central government fully empowered the development 
councils to develop the components of a major development program. After 
compact signing, the inclusion of LDCs in Nicaragua’s compact process 
helped the MCA-Nicaragua navigate the post-election transition to a new 
administration. Support and participation by political and civic actors at the 
department level helped ensure continuity for compact implementation by 
communicating their support to national representatives, and ultimately, the 
new government. 

Ghana. One of the obstacles to successful development in Ghana has been 

the lack of adequately trained procurement specialists. MCC is funding a 

procurement capacity-building initiative within the Ghanaian government 

designed to strengthen the effectiveness of various procurement entities to 

help Ghana overcome this barrier to development. Ghana has taken this 

process to heart and now requires project analysis for public investments 

modeled on MCC’s due diligence approach and is developing a procurement 

curriculum for the national university. Ghana has incorporated the capacity 
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acquired through working with MCC and now integrates these lessons into 
non-MCC government work. For example, Ghana plans to use the 
consultative and rigorous project evaluation process that MCC requires for 
compact development to evaluate non-MCC funded activities within the 
country. Moreover, to share experiences and lessons learned in developing 
and implementing compacts, Ghana hosted a conference for representatives 
of other African countries with compacts. 

Honduras. In Honduras, representatives from 200 municipalities attended 
workshops to identify roads to be improved under the Farm to Market Roads 
activity, resulting in applications for improvements to 6,645 kilometers of 
road, about 1 0 times what can be funded with the $2 1 .5 million budget for 
this activity. Civil engineers are now using publicly available criteria to 
conduct field assessments of the applications to make selections. The wide 
participation of municipalities and the use of transparent and objective 
criteria to select the roads are making this a model process in Honduras. 

MCC demands accountability for results — tangible results — and creates 
institutional processes to identify and measure impacts of proposed 
programs from the very start. MCC conducts a formal cost-benefit analysis 
of most activities, focuses on the expected income gains generated by the 
investment, and includes a rigorous sensitivity analysis. Returns on 
investments are generally required to exceed a country-specific discount rate 
that varies between 10-15% and many funded activities have expected 
returns well above that threshold. For example, the Lesotho program 
includes health and water projects, has an overall expected economic rate of 
return of approximately 16%. These assessments provide a pre- investment 
“impact evaluation” and the basis for the monitoring and evaluation 
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implementation work plan. Full economic models were recently posted on 
the MCC website to encourage review and discussion. No other aid agency 
can boast this level of pre-investment analytical work or transparency. 

Further, MCC’s model is distinctive from other foreign assistance in its 
upfront investments for monitoring and evaluation. MCC commits 
significant resources to monitoring systems that provide early warnings 
when activities are at risk and has funded more than a dozen rigorous 
independent impact evaluations to private research groups (list attached). 
These studies provide information specific to project performance and also 
informs the broader development assistance community about what does and 
does not work. 

MCC can already show statistics of performance - numbers of miles of 
roads built, farmers trained, water flows generated to households and farms, 
children going to school — that are directly connected with initial estimates. 
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Question #4 Submitted for the Record 
MCC Hearing. Feb. 26. 2008 

Submitted by Republican Ranking Member Frank R. Wolf 

USAID and "threshold countries": 

In your 2009 budget request, you have asked that $150 million be 
devoted to “threshold” countries, in other words those that miss selection by 
one or two indicators. 

1) First, please detail how the funds will be allocated, and 

2) With regard to expectations for future MCC eligibility, how long 
do you think it could take for some of these countries to demonstrate 
commitment to reform in areas that today are insufficient to meet MCC 
eligibility? Please be as specific as possible including countries whose 
threshold programs are expiring this year and yet their status with MCC has 
not changed. 
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Answer to Question #4 Submitted for the Record 

1) For our FY09 budget estimate, MCC intends to fund five threshold 
programs — three with newly selected countries and two “Stage IF’ 
programs. In addition, approximately $3 million will be set aside for 
independent monitoring and evaluation of MCC’s threshold programs. 
Please see the following chart for a notional breakdown of the allocation of 
funds. 


Threshold Programs - Notional Budget Breakdown - FY 2009 


FY 2009 (in millions) 

New Country 1 

New Country 2 

New Country 3 

Threshold Stage 2 

Threshold Stage 2 

Monitoring and Evaluation 

Proeram 

Cost 

$15.0 

$30.0 

$40.0 

$40.0 

$12.0 

$3.0 

Administrative 

Fee* 

$1.1 

$2.1 

$2.8 

$2.8 

$0.8 

$0.0 

Total MCC 

$16.1 

$32.1 

$42.8 

$42.8 

$12.8 

$3.0 

TOTAL 



$149.6 


♦USAID implements most MCC threshold programs. An administrative 7% fee is charged by USAID for implementation. 


2) Countries may demonstrate commitment to reform in critical policy areas 
within a two-year threshold program implementation period, although it may 
take time for some interventions to impact the indicators that MCC uses in 
selecting countries for compact eligibility. We have seen this commitment 
reflected in aggressive policy action in many countries. In Tanzania, the 
government created a Financial Intelligence Unit as part its threshold 
program to investigate suspicious financial transactions; in Albania, the 
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government passed and is already implementing new, transparent business 
registration and procurement laws; in the Philippines, the MCC-supported 
Office of the Ombudsman recently suspended seven high-level officials on 
graft charges. 

Because the data sources for some of the third-party indicators used by MCC 
(the WBI control of corruption indicator, for instance) may lag by as much 
as 18 months, MCC and its partner countries agree upon a set of 
intermediate indicators to track program progress on a quarterly basis. 
Intermediate measures may include increased anticorruption prosecutions, 
improved public sector audits, or strengthened tax administration 
procedures. 

With regard to countries whose threshold programs are expiring this year, 
MCC and its partner countries have shown significant progress. Threshold 
programs in Burkina Faso, Malawi, the Philippines, and Tanzania will expire 
in FY2008; each has “graduated” to compact status. Threshold programs in 
Jordan, Moldova, and Ukraine will expire in FY2009; each has “graduated” 
to compact status. 

For those countries that are set to conclude threshold programs this year but 
remain ineligible for compact funding - Albania, Paraguay, and Zambia - 
significant improvements have already been shown by these countries on the 
control of corruption indicator as noted in the graph below. MCC plans to 
develop “Stage II” threshold programs with these three countries in FY2008 
to support reformers and encourage continued progress toward compact 
eligibility. 
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Question #5 Submitted for the Record 
MCC Hearing. Feb. 26, 2008 

Submitted by Republican Ranking Member Frank R. Wolf 

Competition with the private sector: 

Ultimately, large scale private investment will do more to ensure 
development of poorer countries than bilateral or multilateral development 
assistance. The MCC is attracted to countries for precisely the same reasons 
as the private sector will be. Investors look for countries that are relatively 
well-governed and that have healthy, educated workforces. 

How does the MCC ensure that it does not compete with the private 
sector? If a country asks that a compact fund a project with a possible high 
rate of return, such as capitalizing an equity fund, what is the MCC’s process 
for determining if the private sector could fund the same program? 
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Answer to Question #5 Submitted for the Record 


First, the majority of MCC funds are invested in activities that provide 
public goods and services -roads, ports, irrigation networks, as well as 
health and education activities are examples. Investing in public 
goods and services carries a much smaller risk of crowding out the 
private sector. (We of course work hard to promote the associated 
complementary investment opportunities for the private sector that 
fill-in behind our own investments, which increase the sustainability 
of MCC projects.) 

Second, as our partner countries put together their compact proposals, 
we facilitate a robust dialogue with both the national and international 
private sector. This dialogue, which is ongoing throughout our 
compact development process, helps inform us of what types of 
projects the private sector may undertake in any case, what types of 
market failures exist, what are the existing constraints to investment, 
and what are the potential partnership opportunities to leverage MCC 
resources and share risk with the private sector. In other words, the 
compact is designed so that private sector activity is integrated into 
the compact to the extent possible, so that MCC’s investment is 
sustained and eventually replaced by the private sector. 

Third, it should be noted that while MCC compact countries meet the 
eligibility criteria, by performing relatively better than their peers, 
they still present challenging environments for the private sector. By 
investing in policy reforms to improve the environment for private 
investors, building the fundamental infrastructure of commerce, and 
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partnering directly with private firms where possible, MCC helps to 
reduce risk and promote investment. In the long run, it will be the 
much larger pool of private investors, whether foreign or local, small- 
scale or large-scale, that will sustain economic growth and reduce 
poverty. 
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Question #6 Submitted for the Record 
MCC Hearing. Feb. 26. 2008 

Submitted by Republican Ranking Member Frank R. Wolf 

Coordination with USAID, other donors: 

One prevailing weakness in providing foreign assistance is the difficulty 
coordinating between US agencies as well as coordinating with other donors 
in a country. 

With respect to the 16 current threshold country programs, almost all are 
implanted on MCC’s behalf by USAID. Additionally, USAID has 
experience and personnel in most of the 16 compact countries. 

1) Please describe for the subcommittee in detail how MCC coordinates 
with USAID and what improvements still need to made by both the MCC 
and USAID. 

2) With regard to new compacts, please describe how the MCC 
coordinates with other bilateral and multilateral donors in a country to 
reduce duplication or competition for good programs. 
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Answer to Question #6 Submitted for the Record 

1) MCC and USAID are complementary foreign assistance programs 
designed to give the United States a wide range of tools to meet U.S. foreign 
policy and development objectives. USAID has a broad mandate and 
significant country and technical expertise. USAID provides not only 
economic development assistance but also humanitarian assistance, disaster 
relief, assistance to post-conflict countries, and assistance to countries that 
are of critical national security importance. MCC has a narrow mandate of 
“reducing poverty through growth” and is designed to provide an incentive 
for developing countries to adopt good policies. MCC ensures a long-term 
U.S. Government focus on and commitment to countries that are taking the 
steps necessary for development progress. Coordination and cooperation 
between USAID and MCC takes place in Washington and in the field. 

MCC relies on USAID to help countries improve policies to the point where 
they can qualify for an MCC compact, including through administration of 
MCC’s threshold program. MCC provides USAID funds to cover program 
costs and the overhead of administering the threshold program. MCC works 
directly with USAID missions as they administer threshold programs while 
keeping USAID headquarters informed. (Note that the Department of 
Treasury administers the MCC threshold program with Sao Tome and 
Principe.) As a practical matter, MCC relies extensively on USAID’s in- 
country presence since MCC does not have field operations in threshold 
countries. 

In each compact country, MCC consults with USAID and the US Embassy 
regarding the partner country’s proposal to ensure that proposed program 
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complements existing programs and to benefit from USAID’s on-the-ground 
technical and country expertise. While compact-eligible countries may use 
MCC assistance to scale-up successful USAID pilot programs, MCC 
compacts generally do not overlap with USAID programming. MCC’s 
programs are designed to work in collaboration with USAID activities. Once 
a compact is signed, MCC generally assigns two employees to the country. 
They operate as part of the ambassador’s country team, participate in 
embassy strategic planning, and coordinate directly with their USAID 
colleagues on the ground. 

In Washington, the USAID Administrator sits on MCC’s Board. She and 
her staff are briefed on and are aware of all major issues affecting MCC and 
MCC programs. MCC also participates in the State-USAID foreign 
assistance budget process led by the Director for Foreign Assistance (who is 
also the USAID Administrator and MCC Board member) to ensure that State 
and USAID have a full understanding of the country-driven MCC program 
in compact countries. As State and USAID make their budget 
determinations, there are opportunities for targeted State Department and 
USAID programs to complement and augment the impact of MCC’s sizable 
investments. 

MCC and USAID cooperation is widespread and healthy, allowing for 
problems to be quickly identified and addressed. USAID and MCC 
management have made clear the importance of close coordination and 
cooperation. MCC and USAID also work together to ensure that adequate 
communication of budget decisions and their rationale are provided to the 
field, partner countries, and the general public. 
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2) Donor coordination by MCC and our partner countries is required at 
every stage of the MCC compact development and implementation process. 
On initial country visits, MCC staff meets with other donors to introduce 
MCC and learn about activities of other donors. Our partner country 
counterparts involve donors in the consultative process they undertake to 
identify development priorities. Further, once a country develops an initial 
program proposal, a proposal exists, MCC staff and partner countries share it 
with other donors to obtain their feedback, avoid duplication, and gain from 
their experience. 

During MCC’s due diligence of a country’s proposed program, MCC 
representatives participate in donor and sector group meetings as well as 
coordinate with individual donors. As a result, MCC is able to access other 
donors’ feasibility and design work, scale-up successful pilot programs of 
other donors, and participate with other donors in sectoral, regional, or 
thematic national programs. Once MCC signs a compact, it generally 
stations two MCC employees in-country. One of their responsibilities is to 
ensure ongoing coordination and cooperation with other donors. MCC has 
worked closely at headquarters and in the field with the World Bank, the 
regional banks, and other international organizations, such as UNDP, which 
has funded a number of countries’ compact development work, and with a 
number of bilateral donors, including Australia, the European Commission, 
France, Germany, Denmark, Finland, Ireland, Israel, Japan, the Netherlands, 
New Zealand, Norway, Sweden, and the UK. 
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Building Public Integrity through Positive Incentives: 


MCC’s Role in the 
Fight against Corruption 

Foreign aid alone will not rescue the developing world from grinding 
poverty. Assistance is transformational only when countries promote 
good governance, invest in the health and education of their people, and 
expand opportunities for entrepreneurship and private-sector growth. 

As corruption undermines every aspect of sustainable development, 
none of these crucial underpinnings can be achieved without a founda- 
tion and culture of public integrity. Building on the lessons learned by 
others over more than 20 years, MCC has made fighting corruption one 
of its core priorities. 

Corruption increases poverty by slowing economic growth, skewing 
government spending toward the rich and well-connected, concentrat- 
ing public investment in unproductive projects, promoting a more 
regressive tax system, siphoning funds from essential public services, 
and adding a higher level of risk to the investment decisions of low-income individuals. 



'Corruption is an enemy of 
I development and prosperity. 
It robs the people, especially 
the poor, of their rights to 
economic well-being by 
diverting resources away 
from economics and social 
development. 

—Goodall Gondwe 
Finance Minister 
of Malawi 


Corruption slows growth by increasing costs, lowering productivity, discouraging investment, reducing 
confidence in public institutions, limiting the development of small and medium-sized enterprises, weakening 
systems of public financial management and undermining investments in health and education. 


Creating Positive Incentives for Change 

MCC's mission is to reduce poverty through the promotion of sustainable economic growth; therefore fighting 
corruption is one of its highest priorities. Corruption is the single most important determinant to access hun- 
dreds of millions of dollars in MCC grant assistance and partnership with MCC. 


J he Millennium Challenge Corporation is a ILS. Government corporation designed to work with some of the poorest countries in the world. 
Established in January 2004., MCC’s mission is to reduce poverty through the promotion of sustainable economic growth. Before a country 
can become eligible to receive assistance, MCC looks at their performance on 16 independent and transparent policy indicators. Countries 
that perform well on the indicators may be considered eligible for Compact Assistance. 
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issue Brief: MCC's Roie in the Fight Against Corrupts 


llennium Challenge Corporation 

Countries are responding to MCCs 
competitive selection process by 
passing stronger anticorruption 
laws, strengthening oversight 
institutions, opening up the public 
policy-making process to greater 
scrutiny and increasing corrup- 
tion-related investigations and 
prosecutions. More than a dozen 
countries have established minis- 
terial committees and presidential 
commissions to develop, imple- 
ment, and track reform efforts that 
address the MCC selection criteria. 
Countries treat MCG- eligibility 
status as a “badge of honor” that 
sends an important policy signal 
to the international donor com- 
munity and private investors. 

Accelerating Efforts 
of Reform-Minded 
Governments 

In addition to using Compact 
eligibility as a positive incentive 
for reform, MCC is also helping 
countries root out corruption 
through "Threshold" programs. 
Threshold grants are for countries 
that are not eligible for a Compact 
but have demonstrated their 
commitment to improving perfor- 
mance on MCC policy indicators. 
They are designed to accelerate 
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Millennium Challenge Corporation 

also on strengthening the role of investigative journalists, public prosecutors, civil society watchdog units and 
government auditing agencies in the fight against corruption. 

All Threshold programs are based on the principle that strong country ownership and political will are essential 
components of any aid package. MCC’s programs are designed, therefore, not as stand-alone anti-corruption 
efforts, but to be a part of a larger reform agenda. It is made clear from the outset that Compact eligibility is 
linked to demonstrable progress on this broader reform agenda. 


Advancing the Practice of Development 

MCC is advancing the global anticorruption agenda by setting a new standard for performance-based aid al- 
location. While many donors take corruption into account, MCC is the only donor to tie eligibility for assistance 
directly to performance on a publicly-available and transparent indicator produced by a third party. To receive 
MCC Compact funding, countries must perform above the median within their peer group on the World Bank 
Institute’s Control of Corruption index. 

In this regard, MCC is institutionalizing the idea that foreign assistance should be a two-way street. If donors are 
going to provide more assistance, recipient countries need to provide greater accountability and deliver results, 
including fighting corruption. 

At the same time, as a relatively new actor in the anti-corruption and governance field, MCC is drawing exten- 
sively on the experiences and lessons of others. Based on two decades of lessons learned, MCC has incorporated 
five core principles (See "Five core principles to fighting public corruption ," page 3) into its policy dialogue with 
candidate countries and the development of Threshold programs. 

For more information on MCC’s anticorruption efforts and tools, including the competitive selection process, the 
Threshold program and performance-based assistance, please visit www.mcc.g ov. 
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Wednesday, February 27 , 2008 . 

U.S. AGENCY FOR INTERNATIONAL DEVELOPMENT 

WITNESS 

HENRIETTA H. FORE, U.S. DIRECTOR OF FOREIGN ASSISTANCE AND 
ADMINISTRATOR OF USAID 

Mrs. Lowey. We will come to order. Today, we welcome Hen- 
rietta Fore, the Administrator of the U.S. Agency for International 
Development and Director of U.S. Foreign Assistance. I am glad 
you are feeling better, Administrator Fore. I want to begin by com- 
plimenting you on the new energy and vision you have brought to 
USAID. We appreciate what you have been doing. And as a strong 
supporter of USAID’s work, I do appreciate your efforts to rebuild 
and strengthen the agency and regret that you have assumed these 
responsibilities at the agency with little time left in this adminis- 
tration to implement substantial changes. However, you do have 
the opportunity to lay the foundation for reform upon which the 
next administration can build. 

I, also appreciate the more consultative process you have insti- 
tuted as the Director of Foreign Assistance. Last month, the sub- 
committee held a hearing examining foreign aid reform, which, I 
am glad, includes the need to strengthen USAID’s management 
and to expand its staffing. As you know, the subcommittee reversed 
the cuts to USAID’s operating expenses budget that were put for- 
ward by your predecessor, cuts which would have further weakened 
an already debilitated and demoralized agency. 

Your budget request includes a substantial increase in operating 
expenses for the first installment of the Development Leadership 
Initiative, a new three-year commitment to double the number of 
Foreign Service Officers at USAID. And while I applaud the initia- 
tive, your focus seems to be exclusively on the hiring of junior For- 
eign Service Officers at a time when USAID needs significantly 
more mid-level technical experts and program managers. And while 
I understand the necessity of recruiting and retaining junior offi- 
cers to build the Foreign Service for the future, the challenges we 
face in Iraq, Afghanistan, Pakistan, Sudan, and other high priority 
posts require officers with more experience. And I hope we can en- 
gage in some discussion on how you would hope to address this im- 
mediate challenge in the context of your budget request. 

As you know, many are concerned that USAID has lost the tech- 
nical expertise that once made it the world’s preeminent develop- 
ment agency. And as a result of this diminished standing, the Bush 
Administration has further marginalized the agency by housing 
new initiatives, such as the coordinator for reconstruction and sta- 
bilization, the Millennium Challenge Account, and the Office of the 
Global AIDS coordinator outside of USAID. And while USAID does 
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not set the vision or the strategy for these programs, it is asked 
to serve as the contracting mechanism for their implementation. 
Often at the expense of USAID’s own programs, staff are diverted 
to these other tasks. Furthermore, USAID’s own policy and plan- 
ning expertise was gutted by your predecessor when he moved the 
entire staff of the agency’s Policy and Program Coordination Bu- 
reau to the State Department. 

Now, while we appreciate you are left with great challenges to 
rebuild capacity at USAID, I hope you can tell us today how you 
also plan to address the significant concerns related to procure- 
ment. In recent years, USAID has relied heavily on umbrella 
agreements and indefinite quantity contracts to implement its pro- 
grams. This has virtually eliminated the ability of small U.S. -based 
non-governmental organizations, indigenous non-governmental or- 
ganizations, and small and minority-owned businesses to compete 
for USAID funds. At a time when the agency should be engaging 
new partners, I am concerned that this practice is increasingly clos- 
ing off avenues for innovative new organizations to work with you. 

Turning to the Fiscal Year 2009 request for foreign assistance, 
I want to first acknowledge the increased resources sought by the 
President for bilateral development assistance and Economic Sup- 
port Funds. I strongly believe that we need to be scaling up our as- 
sistance programs to address the myriad and complex global chal- 
lenges facing our nation. However, despite the overall increases in 
the foreign assistance requests, there are some clear winners and 
losers. Funding for micro-enterprise, and safe drinking water is re- 
duced; increases in HIV/AIDS and malaria are offset by cuts to 
family planning, maternal and child health, and tuberculosis pro- 
grams. Congress has increased funding for these programs and 
made them a priority and yet, the President’s budget again shifts 
resources away from these areas. 

I am also concerned about the cuts to humanitarian assistance 
programs in the Fiscal Year 2009 budget at a time when we have 
burgeoning refugee needs in Iraq and continuing crises in Africa 
and Asia. Although the budget proposes to increase the overall 
funding for Africa, your own staff has acknowledged that HIV/ 
AIDS comprises sixty percent of these funds, while funding for 
other health programs is reduced. And while I certainly support 
the funding for HIV/AIDS and I have worked hard, as you know, 
to increase it above the President’s request in the past five years, 
we certainly cannot help the people of Africa by ignoring the myr- 
iad other problems facing the continent. Every year, 4.8 million 
children in Africa die of preventable causes such as diarrhea and 
pneumonia and 1.5 million Africans die of tuberculosis. To face 
these challenges, it is clear we need a more comprehensive strat- 
egy- 

As you well know, education is a top priority of mine and I thank 
you for including a robust request for basic education in the Fiscal 
Year 2009 level. It is still seventy million dollars less than the Fis- 
cal Year 2008 enacted level, but it is a significant increase over last 
year’s request. However, funding alone, as you and I know, will not 
ensure that more children are receiving a quality education and I 
look forward to receiving the basic education strategy from the 
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President, as was directed by the Fiscal Year 2008 bill, and hope 
that it will be bold and creative. 

As the Director of Foreign Assistance, it is also your responsi- 
bility to ensure that country-level programs are coherent and ad- 
dress the most critical development priorities in a country. But 
under the current system, the F process is responsible for the co- 
ordination of less than half of the total assistance being provided 
in a particular country. Initiatives, such as PEPFAR, the Presi- 
dent’s Malaria Initiative, and The MCC, are not required to be part 
of the in-country planning process. And I hope that we can discuss 
the steps you are taking to better coordinate the full U.S. foreign 
assistance portfolio. 

Administrator Fore, I look forward to working with you, as we 
strengthen USAID’s ability to address the development priorities of 
the twenty-first century. The challenges are immense, but I believe 
that your reforms and initiatives represent an important step in 
the right direction. But before we move to your testimony, let me 
turn to Mr. Wolf, the ranking member for his opening statement. 

Mr. Wolf. Thank you, Madam Chair. I will just submit the 
statement and I want to welcome you, thank you for your years of 
service. Also, thank all of your people, who are serving in very dif- 
ficult parts of the world. And also, I think when history is written 
with regard to the Bush administration, with regard to the effort 
with foreign assistance, I think it will be a very positive chapter. 
I think that how the President was received just a week ago in Af- 
rica is an indication. But, thank you, very, very much and I will 
just submit the statement for the record. 

[The information follows:] 
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Opening Statement of Ranking Member Frank R. Wolf 
Submitted for the Record 
February 27, 2008 Hearing 
Henrietta H. Fore 

USAID Administrator and Director of Foreign Assistance 

Administrator Fore, I’d like to welcome you before the 
Subcommittee today to discuss the budget request for USAID and 
US foreign assistance for fiscal year 2009. 

The total international affairs budget request comes in at $39.5 
billion, which is more than a 16% increase. The request for 
USAID’s operating expenses alone represents more than a 25% 
increase. 

In your position as USAID Administrator and Director of Foreign 
Assistance, you have a coordinating role over a large portion of the 
international affairs budget, and both you and Secretary Rice have 
made a clear commitment in this budget request to invest in the 
Foreign Service. I’d like to hear more about your ideas for 
strengthening American diplomacy around the world so that we 
can help solve increasingly complex issues. 
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I know you will highlight the request for the Subcommittee, and I 
look forward to your testimony today. 
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Mrs. Lowey. Of course. Administrator Fore, we are looking for- 
ward to hearing your testimony and your testimony will be placed 
in the record. So, proceed, as you wish. 

Ms. Fore. Thank you, very much, Madam Chairwoman. It is 
good to see you. You are also looking well today. And thank you, 
very much, Congressman Wolf. We appreciate your support. It has 
been strong and clear and very much appreciated for our foreign 
assistance efforts, both at the United States Agency for Inter- 
national Development, as well as with the Office of the Director of 
U.S. Foreign Assistance. So, I thank you. 

My written statement I would propose to go into the record and 
with your permission, I will give you a short oral statement. 

The degree of turmoil and poverty in the world right now poses 
challenges and opportunities for our assistance programs and un- 
derscores the vital role of development in achieving our objectives. 
The violence in Kenya, the dramatic election in Pakistan, Kosovo’s 
declaration of independence, humanitarian crises all over the 
world, never has foreign assistance been more critical to our na- 
tional security and to the citizens of the developing world. 

The path from poverty to prosperity is a long one. But, we al- 
ready have made progress this century. In 1981, forty percent of 
the population of developing countries was in poverty. In 2004, that 
percentage has decreased to eighteen percent and is projected to 
decline further, to ten percent in 2015. As we discuss this budget 
request, which can often seem dry and abstract, it is important as 
I know you are very aware, to remember what our funding goes to- 
ward, what it means to our partners around the world, and what 
it means to the recipients around the world. The Peruvian farmer 
in the highlands, the Malian girl, who has just attended her first 
day at school, the Sudanese family, who has found safety in a ref- 
ugee camp, the landmine victim in Lebanon, a Kyrgyz business 
woman looking to expand her business, these are the people we 
serve, those with the least means and opportunities. Yet, they still 
yearn to build their lives, their nations and their futures. 

With that backdrop, I would like to describe a few highlights of 
our Fiscal Year 2009 budget. President Bush’s Fiscal Year 2009 
Foreign Operations budget for the State Department and the 
United States Agency for International Development requests 22.7 
billion dollars, a 2.7 percent increase of above the Fiscal Year 2008 
enacted level. Our request is an increase of over 2.1 billion dollars 
compared to the Fiscal Year 2008 President’s budget request for 
State Department and USAID foreign operations accounts. A key 
new component of this year’s request is the ninety-two million dol- 
lar launch of the Development Leadership Initiative for USAID to 
which you have referred in your opening remarks. It aims to 
strengthen and invest in USAID’s critically important Foreign 
Service Officer Corps. Not only do we need to ensure that the size 
of USAID’s workforce keeps pace with the significant increases in 
USAID’s program management responsibilities, but we also need to 
make sure that the workforce has the necessary skills and exper- 
tise that it needs for the future. 

In Fiscal Year 2009, the request demonstrates our strong com- 
mitment to fighting poverty with a focus on promoting economic 
growth and strengthening democratic governance, specifically in 
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Africa and in the Western Hemisphere. This is reflected in our re- 
quest for the Development Assistance account, which is a more 
than forty percent true program increase from the Fiscal Year 2008 
request. While we continue our strong commitment to key interven- 
tions, such as health, education, and environment, the 2009 re- 
quest renews our focus on creating comprehensive programs that 
address development gaps in other sectors. We aim to leverage the 
large investments we are making through PEPFAR and MCC with 
balanced development programs, to ensure that all the investments 
the United States makes on the ground are lasting and secure. 

In support of the War on Terror, this request will provide a 
strong support for our critical efforts in Iraq and Afghanistan, as 
well as a continued focus on security assistance to our key allies, 
such as Israel and Egypt. In both Iraq and Afghanistan, we are 
creating strong foundations for the governments to build upon. Our 
Iraq programs continue to focus on economic and governance re- 
form. And in Afghanistan, we are bringing the government closer 
to the people through improvements in health and education serv- 
ices, justice administration, and local governments. We will also 
continue to work with the government of Pakistan to end extre- 
mism and violence, particularly in the Frontier region. 

This is a robust request. It is fully justified. It is critical to the 
interest of the United States. And I am glad to take your questions. 

[The information follows:] 
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Testimony of Henrietta H. Fore 

U.S. Director of Foreign Assistance and Administrator of USAID 
FY 2009 Budget Hearing for Foreign Assistance 
House Appropriations Committee 
Subcommittee on State, Foreign Operations, and Related Agencies 
February 27, 2008 

Thank you for this opportunity to appear before the Committee today in 
support of the President’s Fiscal Year (FY) 2009 Foreign Operations budget 
request and to discuss our nation’s foreign assistance priorities. The degree of 
turmoil and poverty in the world right now poses both challenges and opportunities 
for our assistance programs and underscores the vital role of development in 
achieving our objectives. The violence in Kenya. The dramatic election in 
Pakistan. The transfer of power in Cuba. Kosovo’s declaration of independence. 
The safety concerns that so many of our staff and the staff of our partners face on a 
daily basis. The humanitarian crises in Iraq, West Bank Gaza, Darfur, Chad, 
Burma and Democratic Republic of Congo. . .to name a few. Never has foreign 
assistance been more critical to our national security, and to the citizens of the 
developing world. 

The path from poverty to prosperity is a long one. Success can’t be realized 
in a matter of months, by a single Administration, or by any one generation of 
development leadership. But already we have made progress this century. In 
1981, 40 percent of the population of developing countries was in poverty. In 
2004, that percentage had decreased to 18 percent and is projected to decline 
further, to 10 percent in 2015. 

We are here today to talk about the FY 2009 Budget for Foreign Operations. 
As we discuss these numbers - which can often seem dry and abstract - it is 
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important, as I know you are very aware, to remember what this funding will mean 
to our partners and recipients all around the world. The surest, truest compass 
point I know to remember the why of what we do is to see first hand the people we 
serve. The Peruvian farmer in the highlands, the Malian girl who just attended her 
first day at school, the Sudanese family who found safety in a refugee camp, a 
youth activist in Ukraine, a young trafficking victim from Vietnam, a landmine 
victim in Lebanon, a Kyrgyz business woman looking to expand her business. 
These are the people we serve - those who have the least means and opportunity 
yet still yearn to build their lives, their nations and their futures. With that 
backdrop, I would like to describe some highlights of the President’s Fiscal Year 
2009 Foreign Operations request. 

President Bush's Fiscal Year 2009 Foreign Operations Budget for the State 
Department and the United States Agency for International Development (USAID) 
requests $22.7 billion, a 2.7% increase above the Fiscal Year 2008 enacted level. 
Our request is an increase of over $2.1 billion compared to the Fiscal Year 2008 
President’s Budget for State Department and USAID Foreign Operations accounts. 
This robust request was built with an improved model that reflects an integrated 
approach between State and USAID and Washington and our missions in the field, 
and a collaborative effort with other U.S. Government agencies involved in foreign 
assistance. 

Foreign Operations Request 

The FY 2009 budget request will strengthen and expand U.S. capacity for 
global engagement by enhancing our ability to pursue diplomatic and development 
solutions to vital national security issues. It reflects the critical role of the 
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Department of State and USAID in implementing the National Security Strategy 
and addressing the conditions that facilitate terrorism by promoting freedom, 
democracy, and development around the world. The budget request supports five 
key goals: supporting our War on Terror efforts, strengthening USAID’s 
operational capacity, expanding our poverty reduction investments, continuing our 
focus on security assistance, and maintaining a strong focus on health. I would 
like briefly to address for the Committee each of these goals. 

Global War on Terror 

Terrorism is the greatest challenge to our national security, and the War on 
Terror will continue to be the focus of both diplomatic and reconstruction efforts as 
long as violent extremist ideologies and their proponents find safety and support in 
unstable and failing states. We have made important strides in diplomatic and 
foreign assistance efforts in Iraq and Afghanistan, even as we recognize the 
daunting work that remains. The FY 2009 request includes $2.3 billion to continue 
providing strong support for our critical efforts in Iraq, Afghanistan and Pakistan. 

Our engagement with Iraq remains the centerpiece of the United States’ 
effort in the War on Terror. The Administration’s FY 2009 request of $404 
million is critical to achieving our long-term goals in Iraq, the Middle East and the 
War on Terror. While the strategy to achieve success in Iraq has evolved, the 
overarching goal remains unchanged: a unified, democratic, federal Iraq that can 
govern, defend, and sustain itself, and is an ally in the War on Terror. 

This request includes economic and governance reform programs that take 
advantage of the recent security gains to help the Iraqis create a strong political and 
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economic foundation. I also would urge Congress to act quickly on the President’s 
remaining $956 million requested in the FY 2008 Global War on Terror 
Supplemental. These funds are urgently needed to help the Iraqis become more 
self-reliant and undermine Iraq’s insurgency through job creation programs for 
young men, capacity building, governance and reconciliation programs at both the 
community and national level. 

The President’s request of $1.05 billion in foreign assistance for Afghanistan 
will assist to fight the insurgency and establish long-term stability in the country. 
The United States is pursuing a multi-year program of economic development, 
security sector assistance, and political engagement buttressed by improvements in 
governance, rule of law, and service delivery by the Government of Afghanistan. I 
would urge Congress to also act quickly on the FY 2008 supplemental for 
additional, and critical, assistance programs to help Afghanistan push-back on 
recent gains by the Taliban. The FY 2009 request sustains activities that are 
supported by the FY 2008 Supplemental request, which is aimed at bringing the 
government closer to the people through improvements in health and education 
services, justice administration, and local governance. Development efforts to 
improve Afghan governance and achieve prosperity for the Afghan people are just 
as crucial to winning the War on Terror as security assistance to fight insurgent 
groups, prevent narcotics trafficking, and train the Afghan Security Forces. 

With the increasing influence of extremists in the Pakistan border region 
with Afghanistan, Pakistan has become an even more critical front to winning the 
War on Terrorism, particularly in Afghanistan. The $826 million requested 
supports the Government of Pakistan in fulfilling its vision of a moderate, 
democratic, and prosperous country at peace with its neighbors and contributing to 
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regional stability. It will be important to align these resources with the newly 
elected democratic government of Pakistan, and we are prepared to engage fully 
with that government on its development priorities, including in the Federally 
Administered Tribal Areas. 

A FY 2009 Global War on Terrorism Supplemental request is not included 
in this budget request. As needs are better known, the Administration will request 
additional funds for Foreign Operations. 

Strengthening USAID’s Operational Capacity 

Under President Bush and with the full support of Congress, the United 
States has launched the largest international development effort since the Marshall 
Plan. USAID’s workforce and infrastructure must keep pace. This request 
includes $92 million to launch the Development Leadership Initiative (DLI), which 
aims to strengthen and invest in USAID’s critically important Foreign Service 
Officer Corps. Not only do we need to ensure the size of USAID’s workforce 
keeps pace with the significant increases in USAID program management 
responsibilities, but we also need to make sure the workforce has the necessary 
expertise and skill sets. 

The request for the Development Leadership Initiative will allow USAID to 
hire an additional 300 Foreign Service Officers, a 30 percent increase in the career 
Foreign Service workforce. DLI will address critical staffing challenges in 
stewardship and technical areas, which will help provide increased accountability 
in U.S. foreign aid programs. We need more talent on the ground, in more 
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countries, with the resources and skills to help build the capacity of people and 
institutions. 

The overall request for USAID administrative accounts represents a 
significant increase in the resources for training and information technology from 
the FY 2008 enacted levels. Increased training will enable the Agency to ensure 
that staff have essential job skills and leadership training to carry out the 
development mission. We need to modernize antiquated business systems to 
improve the integrated procurement and financial management processes, continue 
e-govemment initiatives, and improve the Agency’s ability to report results. 

Renewing the Focus on Poverty Reduction 

The FY 2009 request demonstrates our strong commitment to fighting 
poverty, with a focus on promoting economic growth and strengthening democratic 
governance. This is reflected in our request for the Development Assistance (DA) 
account, which is more than 40 percent higher than the FY 2008 request. 

I would like to commend the strong leadership of this Committee, led by the 
Chairwoman, for basic education programs. I am pleased that the FY 2009 request 
includes $625 million for basic education. I look forward to engaging with this 
Committee and our new Basic Education Coordinator on formulating a 
comprehensive basic education strategy. 

A key priority in building this year’s budget is strengthening our 
commitment to Africa. Funding is targeted to address development gaps and to 
support economic opportunity and governance programs critical to the success of 
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the massive investments we have made through the Millennium Challenge 
Corporation and the President’s Emergency Plan for AIDS Relief. The budget 
provides significant increases for democratic governance in African countries 
whose governments’ are committed to progress and reform. 

Another key priority is reinvigorating investment in the Western 
Hemisphere. Programs to advance democracy and free trade in the region are 
prioritized, with significant investments for Peru and Central America. Our goal is 
to encourage transparent and competitive political processes, promote the rule of 
law and respect for human rights. 

To assist us in the work that we do, American private capital flows to the 
developing world have tripled over the last three years — and now represent over 
80 percent of financial flows to developing countries. This is a profound - indeed, 
radical change in the relationship between institutional and private foreign 
assistance flows. Across the broader development landscape, I envision USAID 
making an invaluable contribution, by using its convening influence to better 
coordinate public and private sector resources and programs that support human 
progress in the developing world. We will devote more of our management, 
technical expertise and financing resources to coordinating international 
development — and to building partnerships that will accelerate the pace of 
progress. 

Continued Focus on Security Assistance. 


Building well-governed states and reducing poverty requires a foundation in 
security. The United States must remain a leader in combating transnational 
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security threats, including terrorism, the proliferation of weapons of mass 
destruction, transnational crime and illicit narcotics. We also must continue to 
support bilateral and multilateral stabilization efforts in countries that are in or 
rebuilding from conflict. The United States cannot do this alone. Therefore, our 
security assistance request will help ensure that our coalition partners and friendly 
foreign governments are equipped and trained to work toward common security 
goals and share burdens in joint missions. This request includes more than $5.1 
billion for security assistance, a five percent increase over FY 2008 levels. 

The largest component of our security assistance request is $4.8 billion in 
Foreign Military Financing (FMF). This includes $2.55 billion for Israel, a $150 
million increase from FY 2008, to support the first year of a ten-year $30 billion 
strategy to help Israel maintain its qualitative military advantage. 

The President also is requesting an additional $550 million to improve 
security in our hemisphere through the new Merida security initiative. This 
initiative will combat drug trafficking, transnational crime, and related threats in 
Mexico and Central America, while consolidating democratic gains. Also in the 
Western Hemisphere, we are requesting $407 million for the Andean Counter-drug 
Program to continue reducing the flow of drugs into the United States. 

In Africa, we are committed to supporting peace keeping and 
counterterrorism efforts. The FY 2009 request includes $50 million in 
Peacekeeping Operations to complete the effort to transform the Liberian military, 
invest in building and transforming Southern Sudanese guerilla forces into a 
conventional army, support peace in the Horn of Africa, and provide technical 
assistance and training to the Democratic Republic of the Congo to stabilize this 
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volatile region. The $61 million total request in several accounts for the Trans 
Sahara Counterterrorism Partnership will facilitate coordination in countering 
terrorism between countries in West and North Africa. 

The President’s request also includes the Civilian Stabilization Initiative 
(CSI), designed to strengthen the U.S. Government’s response to stabilization and 
reconstruction crises. While it is funded from the Department of State Operations 
budget, I would note that CSI provides for the creation of a 250-member 
interagency Active and 2000-member Standby Response Corps, of which almost 
half will be based at USAID. Likewise, the U.S. Civilian Reserve Corps will allow 
the Secretary of State, and USAID as the development agency, to draw on 
expertise from citizens across the United States in municipal and local government, 
the private sector and non-governmental partners. Working closely with our 
Active and Standby Response Corps, these city managers, community police 
advisors, municipal utility engineers and other experts will allow us to put the right 
people in the right place at the right time when we need them most. 

Maintain a Strong Focus on Health 

This request continues our commitment to improving interventions that 
address critical worldwide needs for HIV/AIDS, malaria, tuberculosis, neglected 
tropical diseases, other infectious diseases, maternal and child health, and family 
planning. A total of $1 .58 billion is requested for the Child Survival and Health 
Programs Fund (CSH). This includes $385 million to support the President’s 
Malaria Initiative (PMI) to provide prevention and treatment in 15 countries 
severely burdened by malaria; $370 million for life saving interventions for 
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children and mothers, including immunizations, newborn and post-partum care; 
and $301 million for high-quality, voluntary family planning. 

The Global HIV/AIDS initiative continues to be the centerpiece of our 
health programs and is the largest source of funding for the President’s Emergency 
Plan for AIDS Relief (PEPFAR). The request of $4,779 billion is a substantial 
increase over the FY 2008 enacted level. Funding will support country-based 
activities, international partners, technical support, and oversight and management. 
The FY 2009 request is the first of a new, five-year, $30 billion commitment that 
builds upon and expands our initial five-year, $15 billion commitment. 

Finally, I would like to note that there have been concerns expressed among 
our partners in the NGO community that humanitarian funding has been reduced in 
the FY 2009 request. I want to assure the committee that this Administration does 
not envisage a reduction in America’s proud tradition of helping those most in 
need when natural or man-made disaster strikes. We anticipate that additional 
requests for humanitarian resources will be made during the course of the year, as 
the level of requirements becomes clearer. 

As Secretary Rice recently said, it is American Realism that informs our 
pursuit of a just economic model of development. Despite the wealth of many, the 
amount of deprivation we see still remains unacceptable. Half of our fellow 
human beings live on less than $2 a day. But we know what works: We know that 
when nations embrace free markets and free trade, govern justly and invest in their 
people, they create a prosperity of their own that supports social justice for all their 
citizens. 
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We have met, or are on course to meet, our international commitments to 
increase official development assistance: Since 2001, we have quadrupled our 
bilateral assistance to Africa and we’ve nearly tripled our development assistance 
worldwide. This unprecedented investment calls on us to focus - more than we 
ever have before — on setting clear goals. Managing performance. Demanding 
accountability. And generating results. To that end, we have submitted a robust 
budget while we work to both modernize and revitalize the delivery of foreign 
assistance. 

I know that many of our colleagues in the development community and in 
Congress have important questions about how the management of foreign 
assistance is proceeding since the creation of the position of Director of Foreign 
Assistance. Since I carry this portfolio, as well as that of Administrator of USAID, 
I have devoted much time to improving this process, as I pledged to the Congress I 
would. Over the past nine months, I’ve made significant changes in the foreign 
assistance budget processes based on specific suggestions from colleagues in 
USAID and State - particularly those in the field - and from our partner 
organizations and from you in Congress. This includes shifting the emphasis to the 
field by providing more opportunities for field proposals into the budget 
formulation and distribution processes. Additionally, we have started 
implementing a number of changes to streamline the FY 2008 Operational Plan 
preparation and approval processes, increasing transparency and improving 
communication to the field. We are pleased that these changes will reduce the 
amount of field time required to prepare the Plan and reduce the volume of 
materials submitted to Washington by between 20 and 80 percent. We are also 
starting a new competitive procurement for the Operational Plan database - placing 
a premium on user-friendliness, performance and flexibility in the system. 
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Madam Chairwoman, the robust FY 2009 Foreign Operations request is 
fully justified and critical to the national security interests of the United States. We 
understand that these funds are the result of the efforts of hard working American 
taxpayers. By strengthening the capacity of USAID, strengthening our 
collaboration with other U.S. government agencies and our coordination with the 
private sector, we will manage these funds efficiently as stewards of the American 
people. 

Thank you very much. I would be pleased to respond to questions. 
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Mrs. Lowey. Thank you very much for your comments. And we 
will proceed with five minutes for each of us and then, hopefully, 
we will be able to have a second round. And I want to apologize 
in advance, there are probably more than a half a dozen appropria- 
tions hearings, so some of us may be coming and going to give our 
input to the others. That does not mean this is any less important. 
So, I thank you. 

Madam Administrator, at the hearing on foreign aid reform, we 
had a robust conversation about the role of DOD in humanitarian 
and development assistance. And, indeed, the subcommittee in- 
tends to hold a hearing later this year on the role of the military 
in foreign assistance. I would like to ask you a couple of questions 
about that and if you have any other comments. What efforts are 
you undertaking to improve the interagency planning and coordina- 
tion process and do you believe that assistance provided by DOD 
is being well coordinated with USAID assistance, both in Wash- 
ington and in the field? And do you believe that the assistance pro- 
grams being funded by DOD will have a lasting development im- 
pact or are they aimed mostly at changing hearts and minds in the 
short term? I found, for example, on a recent trip to Afghanistan, 
both USAID and other people working with USAID were demor- 
alized, because the military was going out and building a school 
and they were able to do it very quickly, but what actually was 
happening in the school was not their business. And I understand 
that this was a directive, because they felt that USAID was taking 
too long with the contracting process and could not operate as fast 
as they could. 

So, in general, I would like to know how can the U.S. Govern- 
ment improve its coordination across the different agencies and de- 
partments conducting international development work, such as 
DOD, the Department of Labor, USDA, MCC, PEPFAR, when MCC 
and PEPFAR fall outside the authority of the Director of Foreign 
Assistance? 

And I remember another instance with your predecessor. There 
was a huge article in the Wall Street Journal about all the work 
that General Abizaid was doing in Africa. And when your prede- 
cessor was talking about the coordination role, I said, “What about 
this?” His response was: “Oh, I have nothing to do with that.” So, 
it just does not make any sense to me and I would be interested 
in your views. 

Ms. Fore. Thank you, very much. And in your travels, I know 
that you have had a chance to see much of this coordination and 
sometimes separation between the funding streams that we send 
through our United States Government agencies. I think it is a 
challenge for all of us, because foreign assistance, as you all know, 
comes to us through many lines of funding, through many types of 
funding, and through many agencies. It was not this way decades 
ago, but it is this way now. And so part of our challenge in the Of- 
fice of the Director of Foreign Assistance is how to gather all of 
these agencies and their efforts together, so that we can have a 
greater impact, as the United States. 

We have a few coordinating mechanisms that are starting to 
work. We are making a very strong effort to ensure that our for- 
eign assistance programming begins with a country. We are placing 
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an emphasis on the country. So, in our country teams, gathering 
all the agencies at post, is an important part of this effort. These 
agencies are all part of our country operating plans. The new guid- 
ance that we have going out for the 2010 budget will encourage 
this coordination in the field at the country level. 

Mrs. Lowey. Including the MCC and PEPFAR? 

Ms. Fore. All agencies. So, all agencies that are operating within 
the country and will be programming money in the country. 

We, also, want to reach out to another group that we think is 
very important, which is the private voluntary organizations, as 
well as the businesses and other institutions that have money com- 
ing into a country. Because whether you are working in education 
or health or any other sector, it is important that we try to coordi- 
nate this, integrate it, build upon each other’s successes, exchange 
with each other best practices. So, the country base is key for inte- 
gration. 

The second area we are trying to integrate more fully is with the 
Development Policy Coordinating Committee. We have just reinvig- 
orated this committee. I chair it. We chair it with the National Se- 
curity Council. All agencies that are part of our foreign assistance 
structure are there. I think we can make some good progress and 
as you said in your opening remarks, what we can do is lay a foun- 
dation for the future. 

Coordination and integration is difficult. It is not easy. But let 
me pick up on your example of Afghanistan, it is important for chil- 
dren to attend school. But, it is also important to build the school. 
And if we can utilize the skills and strengths of our various agen- 
cies, we should do so. The military has real capacity to build and 
to move equipment when needed in humanitarian disasters and 
other ways. So, I would hope that we could use the best of every 
agency and we will look forward to the upcoming hearing and in 
ways that we can help. 

Mrs. Lowey. Thank you very much, and I would like to continue 
the dialogue on that issue. Mr. Wolf. 

Mr. Wolf. Thank you, Madam Chair. Last year at the request 
of Mr. Kirk and others, I put language in with regard to the Syrian 
and Chaldean Christians, who were in Iraq. Can you tell us what 
you are doing with regard to that? And, also, I had a call yesterday 
about the Syrian, Chaldean Christians, who are currently in Syria, 
who are having a very difficult time, since they are not Muslim, 
and cannot work. What can you do for them and what are you 
doing for those, who are in Iraq now, based on the language that 
was in the bill? 

Ms. Fore. Thank you, Congressman Wolf. Perhaps, we may 
speak to you and your staff about the Syria issue separately. May 

I 

Mr. Wolf. Sure, please. 

Ms. Fore. In the Nineveh Plains in Iraq, we have a number of 
programs that are underway and we will have more. Currently, we 
are working in health, in education, in job training, vocational 
training, as well as inclusion in the government structure. As you 
know through our PRTs, we are hoping to work more closely with 
this group, in a decentralized way. Your interest and your knowl- 
edge in Iraq has been very helpful in supporting and spurring 
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these programs, but we will come to you with further thoughts on 
what we can be doing to help this group. 

Mr. Wolf. I was in Nineveh three weeks ago and your PRT was 
doing a good job, but the Christians there feel somewhat alone. 
They have no militia. They are not getting a lot of cooperation from 
the Kurds. And I think there has to be a greater effort. Now, the 
person that has been appointed by the State Department is a good 
sign, but if you could maybe come by and tell us the actual concrete 
things that are being done both inside and outside the country. 
And maybe Mr. Kirk can participate at that time, too. And the 
sooner, too, the better, if you could. 

Ms. Fore. Good. I will follow up on that right away. 

Mr. Wolf. The committee authored the Help Commission last 
year. We would like to hear your comments about that. And have 
you read the book, and I am in the process of reading it, Three 
Cups of Tea, about Mortonsen, the fellow — has anyone read that 
book? Well, you ought to read the book. He is making an impact 
in Pakistan in a way that is somewhat unique. But, can you com- 
ment on the Help Commission, your thinking and perhaps rec- 
ommendations to the committee whereby we can make some au- 
thorization changes? And then if you have not read the book, if you 
could take a look at it, maybe we can chat about it. 

Ms. Fore. Good. Thank you, very much. The HELP Commission, 
it has been a very effective and thoughtful commission. They have 
made a number of very good recommendations. One that Chair- 
woman Lowey mentioned on procurement is one that we are mov- 
ing on right now, because it is going to be very important for us 
to reach out to many smaller organizations, who are innovative, 
who have capacity to work. So, in a number of areas, the HELP 
Commission has some very interesting suggestions. If we may fol- 
low up with you for some possible authorizations, legislation, they 
have a number of suggestions that we think are very fruitful. 

Mr. Wolf. Last question and I know my time is probably run- 
ning out. What has the impact been on AID and our foreign aid 
program, and mostly, your employees on the softening of the dol- 
lar? 

Ms. Fore. The dollar’s purchasing power just does not reach any- 
where near as far as it used to. We feel its effect in a number of 
areas. The operations within USAID is the number one area that 
we need to fund. Your help last year was extremely important. The 
Development Leadership Initiative was created because we are at 
a crisis for hiring new foreign service officers, as well as individ- 
uals with the skills that we need for the future. Our operating ac- 
counts are suffering because the U.S. dollar is — has less purchasing 
power. It is also true when we are purchasing commodities, any- 
thing around the world. So, it has a very strong impact. As you 
know, when you looked at the currency markets this morning, buy- 
ing power is just much less than it could be. So, for all of us, we 
are struggling with restrained budgets and it means that we are 
going to have to be making more tradeoffs and doing less in a num- 
ber of areas just because of the buying power of the dollar. 

Mr. Wolf. Thank you, Madam Chair. 

Mrs. Lowey. Thank you. Mr. Jackson. 
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Mr. Jackson. Thank you, Madam Chair. First of all, Madam Di- 
rector, let me first thank you for your service to the nation and for 
the extraordinary efforts that you are undertaking to transform the 
U.S. role in foreign assistance across multiple agencies. I can imag- 
ine this is an extraordinarily difficult task. But so far, you are 
doing a yeoman’s, a yeoperson’s job at the effort. 

Most recently, the Chair led a delegation of members of this com- 
mittee and other members to Africa and most notably, at least for 
me, was the extraordinary satellite visual slum in Nairobi, Kenya, 
known as the Kaibera slum. I think every member of the delega- 
tion was struck by those, who took us on a tour of the Kaibera 
slum, suggesting that Kenya was a stable government. But when 
one looked at the vast amount of poverty associated with that par- 
ticular slum, from our perspective, it was just a matter of time be- 
fore that powder keg would explode. 

Obviously, with the recent elections in Kenya, many of the more 
violent activities that have taken place in that country since the 
election have occurred within the context of extreme, and I do 
mean extreme poverty, in Kenya. And it raises the question about 
whether or not our assistance programs, at least in Kenya, are di- 
rected towards the elimination of such slums and the elimination 
of such poverty or whether or not we are providing educational as- 
sistance in the current conditions for which people, who are ex- 
tremely poor, find themselves. I would like your thoughts about 
that. 

And secondly, while in Liberia, I noticed in your budget request, 
there is an additional fifty million dollars and in your testimony, 
you said to complete the effort to transform the Liberian military, 
fifty million dollars to transform the Liberian military. And I re- 
member distinctly on this codel having a meeting at one of the 
training sites where the contractors were arguing that there were 
pipeline issues with respect to the resources they were receiving 
from the State Department and from various aid agencies, such 
that they would actually have to send contractors back home, be- 
cause of gaps in the funding. I do not know if we ever actually set- 
tled, Madam Chair, as to whether or not those gaps were actually 
legitimate gaps and I think that Michelle and others raised some 
concerns about that. I am wondering is fifty million dollars enough 
to close the gap in their training. They seem to be stuck in a cycle 
where as soon as we send them fifty million, they bring the con- 
tractors back. By the time they retool themselves, they have spent 
a significant amount of money and then they have to go back home 
again, because they do not have enough to complete the training 
and then it starts all over again. It is an endless cycle here, when 
Ellen Johnson Sirleaf says, this needs to be completed in the secu- 
rity sector for government to move forward. 

I thank the administrator and I thank the Chair for yielding 
your time. 

Ms. Fore. Thank you, very much. I am aware of the many chal- 
lenges currently being experienced in Kenya. So, let me begin with 
Kenya and then turn to Liberia. 

We are all disappointed with talks that are stalled. There should 
be an ability to have a democratically elected government that is 
operating and operating well for its people. Our programs do focus 
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on the reduction of poverty, as well as the increase of income gen- 
eration. But, they also focus on reducing child mortality and reduc- 
ing infectious diseases and encouraging more children to go to 
school. All of these programs must work together. We are re- 
programming now for an increase in democratic governance for 
Kenya. We think this is the moment that is essential for it. But, 
poverty never leaves our broad sustained outlook on how we can 
help a country — and Kenya is included. 

Much of our funding in Kenya, as you know, is through HIV/ 
AIDS. But even through the HIV/AIDS program, benefits are real- 
ized in education and other sectors. But, I would enjoy having a 
conversation, a deeper one, on development and what it can do in 
the poorest areas and in this particular slum in Kenya, if we might 
continue that. 

In Liberia, we have — we know of your visit and we know of your 
great interest in it. We have really moved on this very strongly, the 
Secretary and the President are also very interested and our fund- 
ing has been strong. The training of troops is part of a three-year 
commitment and we will look at the pipelines with the committee 
and staff to see what we can do to help. Our current commitments 
in education, in economic growth, in entrepreneurship, in many 
other sectors will all bear well for Liberia for the future. 

Mrs. Lowey. And this bill 

[Off microphone.] 

Mrs. Lowey. Well, we took care of part of it in the Fiscal Year 
2008 bill 

[Off microphone.] 

Mrs. Lowey. Mr. Knollenberg. 

Mr. Knollenberg. Thank you, Madam Chairman. Madam Ad- 
ministrator, nice to have you here. 

Ms. Fore. Thank you. 

Mr. Knollenberg. I will get into a question about in the fiscal 
year 2008, this subcommittee appropriated ten million specifically 
for northern Iraq and the religious minorities in that region. This 
funding is very critical to the Chaldeans, to the Syrians, and to the 
Syriacs, to make sure that they are protected. Has USAID begun 
to work with local organizations on the ground over there in north- 
ern Iraq, to prioritize the reconstruction projects specifically? 
Would you just comment on that, please? 

Ms. Fore. Yes. And your interest is shared by Congressman Wolf 
and Congressman Kirk and many other members of the committee. 
And we have been working very strongly in this area and we would 
be pleased to come up and speak to you more about it, to make 
sure that we are focused in the areas that you think are most im- 
portant. 

It is important that we support the Christians, and that we sup- 
port the Syrian communities. We are currently working in health, 
in education, in vocational training, which is very important, and 
in micro-enterprise development. And through all of these pro- 
grams, we are trying to encourage the integration of this commu- 
nity into the government structure and into the justice system. So, 
we would be pleased to have further discussions on this with you. 

Mr. Knollenberg. Just a follow-up. The U.S. commitment in 
northern Iraq and the religious minorities, I believe, is very, very 
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important. I happen to have about thirty-five thousand Chaldeans 
in my district. You may be aware of that. This funding is the first 
step in a long process to secure the region and the people and 
USAID’s work with local Iraqi communities is very critical to en- 
suring that this funding is not misused. And I cannot stress 
enough, and I am sure you agree, that with the importance of the 
government and local organizations working together, you can com- 
ment on that or I can finalize or ask another question on top of it. 
But, it seems to me that would be your view, as well? 

Ms. Fore. It is. Using local organizations is the key to develop- 
ment. Development must be long term. It must be done in coordi- 
nation, and integration with the people of the community. That is 
the way that development works best. 

Mr. Knollenberg. And then on to another point, I cannot help 
stress enough the importance of the Iraqi-American community, 
such as the one — and they are spread around the country to a 
great extent. I believe the grouping that is in my district, maybe 
is it number two, in terms of the country? I am not sure about that, 
I guess. But, it certainly is a sizable grouping. And I strongly be- 
lieve that the people in my district have ideas, too, and we talk to 
them quite frequently. They have ideas and contacts in Iraq that 
can only benefit, I believe, our efforts in northern Iraq. Would you 
agree with this, yourself, and have you or others within USAID 
met with these groups? 

Ms. Fore. I have not yet met with them. But, as you speak, I 
would very much like to. We are encouraging public-private part- 
nerships. We think there is an enormous benefit from utilizing the 
diaspora, who have come to America and who want to help their 
homelands, because, as we were talking earlier, it is people helping 
their own nations that will build them. So, we would like to reach 
out. 

Mr. Knollenberg. They are very enthusiastic, I can tell you, 
back home. Another question — you can imagine that. Another ques- 
tion, this is on the blockade of Armenia by Turkey and Azerbaijan. 
It has begun to create some extreme circumstances for the country 
of Armenia. However, it seems the administration continues to de- 
crease the economic assistance request for Armenia. This is a ques- 
tion I will bring up with the Secretary of State, at the appropriate 
time. But, I thought you might have some thoughts on this. Last 
year, Congress approved some sixty million for Armenia. And how 
does the administration expect Armenia to compete in the region 
with dual blockades and so little assistance from the U.S. I just 
thought I would get your thought on that. 

Ms. Fore. Armenia is a very important country for us. It has 
shown great strides in recent years and it is one of the success sto- 
ries that we have in the world and in the region. In Fiscal Year 
2008, Armenia received an increase in funding and therefore per 
capita has the highest foreign assistance rate for Europe and Eur- 
asia. There is an MCC program there. It is in its second year. So, 
these programs together are integrated and help to move Armenia 
forward. 

Mr. Knollenberg. And I do know, yes, there is an MCC agree- 
ment there and I am very strongly approving of that, too. I think 
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that is something that, even though the money has been decreased, 
diminished, I believe we are on the right track with that idea 

Ms. Fore. Good. 

Mr. Knollenberg [continuing]. About accountability and the 
rest of it. So, I will stop with that. I think I am pretty close to the 
end of time. But, thank you, Madam Administrator. 

Ms. Fore. Thank you. 

Mrs. Lowey. Thank you. Why do not we go to a question of 

Mrs. Lowey [continuing]. With the time that we have. 

Mr. Israel. Madam Administrator, perhaps one of the few agree- 
ments that I have with the Bush administration on foreign policy 
is its proposed civilian reserve corps, a group of trained civilian 
teams with skill sets in nations with no functioning governments. 
I was — this would be embodied in the Office of the Coordinator for 
Reconstruction and Stabilization, CRSS. I was in Afghanistan last 
month and I was more at a place called Musa Cola. A week after 
I left Musa Cola, there was an operation that regained Musa Cola 
for coalition forces and people of Afghanistan. We had originally co- 
alition forces that had taken Musa Cola from the Taliban and the 
Taliban took Musa Cola back from coalition forces and now coali- 
tion forces have taken Musa Cola back and I am told that is pos- 
sible that the Taliban will take it back again. 

And when I was talking to some of our special forces about Musa 
Cola, I said is the local population pro-Taliban. They said, no, sir, 
they are not pro-Taliban, but they are good betters. And they know 
that we may be going in and we will build a bridge and we will 
teach them some governance, but that we are not there to stay. We 
are going to leave and then the Taliban will come back, blow up 
the bridge, and kill the people, who supported the bridge builders. 

A military solution can never be permanent. A military solution 
is not always the most effective way to secure long-term stability. 
Sometimes, you need to kick in doors; sometimes, you need to re- 
build houses. And I have always believed that one of our defi- 
ciencies is not tapping into the enormous potential of civilians 
around the country with trained skill sets, who are willing to be 
deployed to these areas to build the bridges and teach maintenance 
and teach engineering and build schools and train teachers. This 
need, I think, would be filled with the SCRS, 248.6 million dollars, 
the best bargain that we could possibly get, at seventeen hours in 
Iraq. The same seventeen hours in Iraq, we can deploy civilians all 
over the world in countries that need them. 

I was very pleased with the letter that you sent me on December 
10th, in which you indicated that the State Department is seeking 
to create a five-hundred person civilian reserve corps, to help meet 
an urgent need of the United States to ease the burden on our 
armed forces, who have been obliged to take on reconstruction 
tasks due to lack of available resources among the civilian agencies 
of the federal government. And you note Secretary Rice has tasked 
SCRS with making the CRC a reality. You, also, note, USAID fully 
supports these efforts and has been fully involved in the inter- 
agency process that approve these measures. USAID will be a key 
partner in the formulation and implementation of plans for sta- 
bilization operations. 
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I want to thank you for that letter and just ask you to elaborate 
on your support of this effort and ask what this committee could 
do to ensure its success. 

Ms. Fore. Thank you, very much, Congressman Israel. It is a 
very important program and I thank you, very much, for your sup- 
port. I think all of us saw that after 2001, the vulnerability that 
we have as a nation when there are failing states in the world. And 
the Civilian Stabilization Initiative is a very important initiative 
for this country to address this need. 

We have also watched how the military has a surge capacity that 
can move as we need it and where we need it. We do not have that 
in the civilian side. USAID has had a long and really remarkable 
experience in doing humanitarian work and having emergency 
teams that head out and they are able to save time and money and 
lives, because they are fast, they are well-trained, they are experi- 
enced, and they are used to doing this all around the world. They 
can mobilize in twenty-four hours or forty-eight hours and it is a 
very important capacity. 

And this Civilian Stabilization Initiative carries some of that 
within it. It would allow for an active response corps, a standby re- 
sponse corps, and a civilian reserve corps that can go anywhere it 
is needed in the world. I think it would certainly benefit the United 
States. USAID, with its long history, would be approximately forty 
percent of the active and the standby corps and that makes it very 
much a strong partner. We are trying to share best lessons learned 
among all of the civilian agencies, because many agencies have ca- 
pacities, as we were speaking about earlier, that we need to inte- 
grate our best practices and strengthen them. But, I think it will 
serve this country well and your support is very much appreciated. 

May we come back to you about ways that you can help us? Au- 
thorization is, of course, most wanted. 

[The information follows:] 

Civilian Stabilization Initiative 

To implement National Security Presidential Directive 44 (NSPD 44), the Recon- 
struction and Stabilization Policy Coordination Committee (PCC) established four 
sub-PCCs and two working groups in November 2007. USAID co-chairs three of the 
four sub-PCCs, and one of the two working groups. It participates in all processes 
led by the Office of the Coordinator for Reconstruction and Stabilization (S/CRS), 
including the development of policy documents through the PCC and various exer- 
cises to test tools and systems. In addition, USAID is currently in the process of 
developing recommendations on how best to contribute to two of the S/CRS-led 
interagency Readiness Response Corps — the Active Response Corps (ARC) and the 
Standby Response Corps (SRC). 

USAID would like to ensure that this interagency process strengthens USAID’s 
leadership role in development and humanitarian assistance, that has included 
transition, reconstruction and stabilization activities. USAID will continue in this 
leadership role under the Interagency Management Structure through the coordina- 
tion mechanisms that the interagency is developing through S/CRS’ facilitation. 
However, there are several areas where the Subcommittee’s offer of assistance will 
be appreciated to ensure the success of the civilian stabilization initiative. These 
are: 

(a) To support NSPD 44 as well as USAID’s Development Leadership Initiative 
and efforts to rebuild and strengthen the Agency, it is important that S/CRS pro- 
vides funding for all costs related to new employees who will be part of the Active 
Response Corps (ARC). 

(b) In addition, S/CRS should provide the salary and all support costs of USAID’s 
existing employees when they are called to serve as part of the interagency Standby 
Response Corps (SRC). 
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(c) Since USAID will be providing critical expertise and field experience needed 
to ensure the success of NSPD 44, and providing approximately 38 percent or more 
of the interagency workforce of the Active Response Corps (ARC) and the Standby 
Response Corps (SRC), it is important that USAID has a voice in all key inter- 
agency decision making process that affects its core mission, strategic priorities, 
staffing and budgeting. 

As such, USAID wants to ensure that the following language is included in H.R. 
1084: “in consultation with the Administrator of the United States Agency for Inter- 
national Development.” USAID fully supports the added emphasis on coordinated 
planning and the use of existing training capacities in the U.S. Government. 

Mr. Israel. That will be fine. Thank you, Ms. Chairman. 

Ms. Fore. Thank you. 

Mrs. Lowey. Congressman Crenshaw? 

Mr. Crenshaw. Thank you, Madam Chairman. Let me ask you 
a similar question I asked. The MCC was here yesterday and I 
asked them, when they enter in a contract, what part does the 
country’s efforts to stop human trafficking play in the contract. And 
the administrator said, that there are criteria that they look at. 
One of the criteria is ruling justly and part of ruling justly is trying 
to do something about human trafficking and he kind of talked 
about there might be twenty or thirty issues under ruling justly. 
And, obviously, the MCC is concerned about it and I think we all 
ought to be concerned about it. It is kind of the dirty little secret 
that is finally coming to light that this goes on around the world 
in today’s world. 

But, if the United States is going to be the leader in this cam- 
paign against human trafficking, we have federal laws that say we 
can deal with countries to stop the humanitarian, non-humani- 
tarian aid, if they are not working in that regard. We have the 
TIPS list that shows there are efforts being made and I think the 
results are being found. But, still, we have a contract with coun- 
tries that are on the watch list. 

And so, my question to you is similar, when you decide to give 
assistance through the USAID, what part does it play in the coun- 
try’s efforts to work against this? And then it makes sense that we 
ought to maybe do more, if that is one of our criteria and that is 
part of our federal legislation to deal. What are you all doing and 
what can we do better to raise the visibility about this issue, to do 
more to try to bring it to an end? 

Ms. Fore. Congressman Crenshaw, thank you, very much, for 
that question. I think it is an area that all of us have been working 
hard on trying to find the best ways to get at the issue. Our fund- 
ing, as you know, goes towards a number of areas, the three Ps. 
Prosecution, protection and prevention are very important and we 
are working in countries where we see the highest rates of prob- 
lems and concern. It is an issue that we have been thinking about, 
also. We have tried to use more public-private partnerships. 

I believe you know that we have a program now with MTV Eu- 
rope, in which they have a number of programs in trafficking that 
are shown on the media and television in South Asia, in Europe, 
in many of the other centers, so that we can try to make this an 
effort that is not just government and government contracts, but it 
is something that we all carry as part of how we do business, both 
in the public and private sector. But, I would welcome further dis- 
cussion on this with you and welcome your suggestions and ideas 
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on ways that we might increase the visibility and the importance 
within our program. 

Mr. Crenshaw. Thank you. 

[Recess.] 

Mrs. Lowey. I will proceed. Very good. Thank you. Madam Ad- 
ministrator, I have noted the increased resources in the President’s 
request for many health and development programs. However, on 
the humanitarian aid side of the ledger, there are significant cuts. 
And, unfortunately, we find ourselves perpetually under-funding 
the disaster account and then seeking funding through 
supplemental to make up the shortfall. This year’s budget request 
for OFDA is $298 million, $131 million below the Fiscal Year 2008 
enacted level, and $275 million below the Fiscal Year 2007 level, 
when funding from supplemental is included. 

In light of the continuing needs in Iraq, Afghanistan, and Africa, 
the resources in the request are not only insufficient to meet cur- 
rent requirements, but also leave us without funds to respond to 
unanticipated crises, including natural disasters. And the $298 mil- 
lion in the President’s request would allow the agency to respond 
to less than thirty-five events, when, on average, the United States 
has responded to nearly eighty crises a year. How do you justify 
this? 

Ms. Fore. Madam Chairwoman, thank you for bringing up this 
area. It is an area that is always a challenge. As you know, with 
humanitarian responses, there are many things we do not know 
when we are putting our budgets together. So, this request for 
2009 is exactly the request that we had last year. We do rely upon 
supplemental to increase this during the year, because it is the 
way that we can meet unanticipated needs, as well as needs that 
are ongoing. It is probably not the best way to do this, but we man- 
age together to, at the end of the year, meet the humanitarian 
needs. But, we look for help in supplemental. 

Mrs. Lowey. Well, I guess the question I would ask is this a case 
of USAID requesting and OMB rejecting? 

Ms. Fore. Since this is exactly what it was last year, I think 
there is 

Mrs. Lowey. But, it is unrealistic. 

Ms. Fore. Yes, there is a conversation that goes on and it is our 
policy 

Mrs. Lowey. Okay. We talked a lot, I did and others did, about 
the strategy in Africa that is not balanced. I certainly have sup- 
ported the tremendous increase for HIV/AIDS. In fact, we have 
gone above the President’s request, and I do think that this will be 
an important part of this President’s legacy. However, while overall 
funding for Africa is increased in the President’s request, funding 
for development assistance is down by $33 million, funding for ma- 
ternal and child health, family planning, and infectious disease 
programs in Africa is decreased by $153 million from the Fiscal 
Year 2008 enacted level. And, again, to repeat, I am strongly sup- 
portive of the HIV/AIDS number. And we have worked to increase 
it above the President’s request, as you know, in the past five 
years. But, I am very concerned that to truly help the Africans 
tackle the challenges they face, we must not cut funding for com- 
plementary and critical programs. 
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So, I wonder what you are doing to pursue a more balanced gov- 
ernment strategy in Africa that will ensure sustainable long-term 
growth in the continent. As you review all the programs in Africa, 
what types of assistance do you believe is most lacking in our pro- 
grams that you would like to see increased? 

Ms. Fore. Thank you, very much. Yes, Africa has been a focus 
for this budget and we are requesting a twenty-five percent in- 
crease for Africa in the budget from the FY 2008 request. Health 
programs are a very important part of our request. However, we 
seek a balance in our programs. HIV/AIDS and your support for 
HIV/AIDS, as well as your support for education, are important, 
because education and health must work together to be effective for 
increasing healthy families in Africa. The child survival, the mater- 
nal child healthcare, and the family planning numbers are where 
they were last year in the request but lower than enacted. And our 
concern is that we have a balanced portfolio. There are many 
needs. It is a difficult budget. But, it is also important that we 
have health, education, economic growth, and democracy and gov- 
ernance. If there were two areas that we would like to see in- 
creased for Africa, it would be economic growth and access to fund- 
ing and skills for entrepreneurs, because we feel that this could 
really encourage stability in African countries, as well as help in 
democracy and governance. There are many countries in Africa 
that are undergoing elections and preparation of voters and can- 
didates and programs that encourage municipal government are all 
very important for us in Africa. 

Mrs. Lowey. Welcome back, Mr. Rothman. 

Mr. Rothman. Thank you. 

Mrs. Lowey. You are next. 

Mr. Rothman. Thank you, Administrator Fore. Pleasure to see 
you here and thank you for all of your service. Last year during 
our hearing about the Fiscal Year 2008 budget, both my colleague 
Mr. Kirk and I asked your predecessor, Randall Tobias, about fund- 
ing that USAID provided to the A1 Quds University, which has 
groups affiliated with designated terrorist organizations on its cam- 
pus, such as the Islamic University in Gaza, which is controlled by 
Hamas, a designated terrorist organization, and American Near 
East Refugee Aid (ANERA), which works with the Islamic Univer- 
sity. These reports derive from an article that appeared in the 
Washington Times last March, prompted the USAID Inspector 
General Donald Gambatista to conduct an audit of the agency that 
concluded in December of 2007. The audit was aimed at deter- 
mining whether USAID had sufficient controls and vetting proce- 
dures in place to prevent U.S. taxpayer dollars from being funneled 
to terrorists. In a nutshell, the study found that USAID currently 
receives a failing grade on this effort. One of Mr. Gambatista’s con- 
clusions was that USAID’s policies, procedures, and controls are 
not adequate to reasonably ensure against providing assistance to 
terrorists. He also noted that USAID did not always follow federal 
laws when approving aid to a Hamas-controlled university in Gaza 
and noted that USAID funded terrorist-linked groups on at least 
two occasions between 2003 and 2005. 

Madam Administrator, what steps is USAID taking to ensure 
that Palestinians’ universities are providing neither direct funding 
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nor even in-kind or indirect assistance to student chapters of ter- 
rorist organizations on campus? 

Ms. Fore. Thank you very much for your concern, correct con- 
cern that we share, that it is important that our funds go into the 
right hands and certainly do not go into the hands of terrorists or 
those who wish us ill. I have looked at the Inspector General’s re- 
port. All of the items that have been brought up have either been 
remedied or we are in the process of remedying them. 

Mr. Rothman. May I ask how so, Madam Administrator? What 
steps have you taken and to address which problems? 

[The information follows:] 

Partner Vetting System 

Yes. The Inspector General’s report recommended that USAID expand its anti-ter- 
rorism vetting to worldwide use. Even before the Inspector General’s report was re- 
leased, we had initiated a process for the design, approval and implementation of 
a Partner Vetting System. This system will enable USAID to compare data received 
from assistance applicants to data maintained on intelligence databases. 

As you know, last summer we put out a request to the public for 
their comments on some proposed rules. We put out three requests 
between July and October. We have received more than 150 re- 
sponses to this proposal. 

We are now talking to Members of Congress and staffs as well 
as to our nongovernmental organization partners, because all of us 
must do this together as a group to be vigilant and smart about 
how we are approaching our funding. 

So these discussions we anticipate will continue for the next few 
weeks. We anticipate initial implementation of this system in West 
Bank and a few other countries. 

Mr. Rothman. May I follow up with one more question? I apolo- 
gize for cutting you off. I want to make sure that I just get this 
aspect in. This may be one of the items addressed by your efforts, 
and that is a requirement for students who receive scholarships or 
other forms of direct assistance from USAID to withhold from join- 
ing a terrorist organization on campus or signing onto an anti-ter- 
rorism pledge. 

Now I know that for some Americans, curtailing First Amend- 
ment rights by preventing students from joining a club that advo- 
cates one thing or another would be distasteful. But imagine if this 
were a club that we were directing money for scholarships for chil- 
dren to join the KKK or the Nazi Party? You can just keep the hy- 
pothetical going with clearly bad actors and bad organizations, and 
these terrorist organizations literally advocate suicide bombings of 
civilians and others. 

So I do not think it would be inappropriate for us to say, if you 
want a scholarship from USAID, you must sign a pledge that you 
will not participate in any terrorist organizations, and that in- 
cludes student organizations that advocate terrorism. Is that some- 
thing that you would look favorably upon? 

Ms. Fore. Yes, it seems reasonable that we should look at every 
possible avenue. We must be vigilant and smart in all areas. 

We want to encourage students who wish to study in the United 
States to come to the United States. So the databases, the knowl- 
edge on the ground among our private voluntary organization part- 
ners, the knowledge of their professors, of their universities, all of 
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that should be part of what we can do to help understand more 
about this. But we will certainly consider your suggestion as well. 

Mr. Rothman. Thank you very much. Thank you, Madame 
Chairman. 

Mrs. Lowey. Mr. Kirk. 

Mr. Kirk. Thank you. Let me just say that — Christians, and I 
just want to say that we will be happy to have you converse if you 
want to follow up on your commitment. 

I just would say, and we talked about this before, if we briefly 
look at the projects identified by USAID as being excluded in var- 
ious places, right now we could not find about 30 percent of them. 
So, if we could nail that down, that would be a very good thing. 

On what my friend from New Jersey outlined on the terrorist — 
system, the NGO community would be very much against you on 
this, but I think from what you are hearing from the subcommittee 
is that we are very much with you on handling that. 

I just would recall that the former head of Hamas was a pro- 
fessor there, a number of people on the board of the Islamic univer- 
sity. Gilad Shalit was reported to be held in this U.S. -funded insti- 
tution, which is very worrying, and then Fatah police finding 2,000 
AK-47s, hundreds of RPG launchers and ammunition, and then 
the discovery of five Iranian citizens arrested, including an Iranian 
general, training activists to manufacture explosives in the univer- 
sities U.S. -funded chemistry lab. 

So it is my understanding, in the fiscal year omnibus, we put in 
a denial of funding, also with respect to private entities or edu- 
cational institutions who have a principle offeror or a board mem- 
ber or trustee of an individual who is determined to be involved in 
advocating terrorist activity, or determined to be designated as a 
foreign terrorist organization. Of course, Hamas has that, and so 
anybody who is with the party and, therefore, a board member of 
these organizations, gets the ax. I hope that we can go in that di- 
rection. 

Can you lay out the schedule for implementing the terror vetting 
system? 

Ms. Fore. Yes, thank you, Congressman Kirk. We will be glad 
to work with you on the programs. 

Mr. Kirk. You got it from all three barrels here. 

Ms. Fore. Thank you, yes, and I appreciated having the chance 
to talk with you yesterday in your office. 

Currently, the program that we have for the West Bank includes 
in it the vetting of the top few board members for any contract that 
is going to be receiving money. So the current vetting system has 
this in it, and your strong support and vigilance has encouraged 
that. 

The new vetting system that we are now talking about with 
Members of Congress, staffs, and the private voluntary organiza- 
tion community, would be even stronger, which is why our inten- 
tion would be to initially implement it in West Bank as well as in 
a few other countries. 

It is important that we roll this out in the areas of highest risk. 
Our current programs, the IG has come back to look at a second 
time and feels that they are currently adequate. But we think it 
is prudent to go a step deeper. 
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We are also working with other agencies — Department of State 
and other Federal agencies — because we, as the United States Gov- 
ernment wish to have the same strong guidelines, so that we are 
being smart and capable in both searching our data bases, as well 
as in the restrictions that we are putting on for who gets funding 
within areas of highest risk. We need to have a full tool kit. 

Mr. Kirk. Right, and I want you to have that full took kit. So 
I want you to have more than a pilot. Are you going to have more 
than a pilot of October 1st of 2008? Is the worldwide system going 
to be deployed by the time our next Appropriations Bill is likely to 
bring in to force, or do we need to order you to do that? 

Ms. Fore. We certainly hope that we will have it in place. 

Mr. Kirk. I take that as a yes; we do need to order you to do 
it? 

Ms. Fore. Well, I think we will get there on our own. 

Mr. Kirk. Worldwide? 

Ms. Fore. Worldwide — but as our discussions progress in the 
next two months, I think we will know how we are faring; so if we 
could come back to you on that? 

Mr. Kirk. Yes, Madame Chair, since we kick in October 1st or 
something like that, we have so many problems with the integrity 
of the system as it is, that it would be great action by this com- 
mittee just to mandate it, for a worldwide deployment by fiscal 
year 2008, so we can get out of these kinds of embarrassments. 

I have one last thing, Waziristan. We obviously think that is 
where Bin Laden is hiding, so it is very important. 

This committee, in report language, designated $10 million for 
Waziristan in fiscal year 2006, and $20 million for Waziristan in 
fiscal year 2008. Currently, U.S. bilateral disbursements in 
Waziristan is a single digit oval number. 

Our total contribution to UNICEF in Waziristan is $100,000 for 
fiscal year 2007. Our expected contribution to UNICEF in 
Waziristan for fiscal year 2008 is $500,000. Then you have this 
enormous mountain of the President’s fiscal year 2009 request for 
the Fatah is $109 million. 

So the good thing is, you got it. You understand how important 
this region is. But we are going from zero to hero in one fiscal year. 
So can you talk about capacity? Because this committee has now 
mandated that you be spending money and executing programs in 
Waziristan since Fiscal Year 2006, and you have not been able to 
do it. Now you are coming forward with $109 million, just for the 
Fatah part of Pakistan. 

Ms. Fore. We share your concern about the Fatah region. We 
have $150 million that we are now programming. We now have all 
of the contracts coming on line. So they are starting as we speak. 

This is a very important part of Pakistan on the far western bor- 
der, up against Afghanistan. It is a critical area. The approach for 
funding within the frontier is to focus on health, health clinics, 
education, schools, roads, as well as economic development, so en- 
couraging businesses and microenterprise and world development. 

I think we have the capacity. We are working with local non- 
profit organizations. We are working with organizations that have 
worked with us elsewhere in Pakistan. We also now have assigned 
a Deputy Mission Director in Peshawar to oversee this. So I think 
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we will be able to program this year, and the programs are coming 
online as we speak. 

Mr. Kirk. Madam Chair, I just would say, we all support this as- 
sistance. But I do remember when we funded U.S. development in 
counter-narcotic activity in Heilman’s Province, which is where half 
of all the world’s heroin is grown, in 2005, AID contracted with 
Kemonicks to carry out the alternative development. 

They got shot at one afternoon and bugged out, and the U.S. 
Government took the whole year off then, in a place where half of 
all the heroin on the planet is grown. 

My worry is, and we have raised this, if we are effective, the first 
thing that will happen is, our contractors will be shot at. If we take 
the Kemonicks’ approach and just bug out, then we have not done 
anything. So I am just worried about that scenario unfolding again. 

Mrs. Lowey. I think the safety of the AID workers is a real 
issue. 

Mr. Kirk. Right, well, here is the problem. The U.S. military was 
still stuck there. So they were like, we need these foreign assist- 
ance programs to carry out our mission and make it safer. But if 
the civilians bug out, they just leave the troops there. 

Mrs. Lowey. You know, this is something that I think we could, 
Mark, certainly have a greater dialogue on. Because certainly in 
the Fatah region, North and South Waziristan, many of the experts 
feel that this is what the new leadership in Pakistan is focusing 
on. They know who are the good guys and who are the bad guys, 
and how you actually can identify who you can work with so you 
can continue doing the development work, which is really key. How 
you identify local NGOs may be the answer. 

But, of course, sending AID workers into dangerous areas, is a 
huge challenge. 

Mr. Kirk. I think we discussed this before; that a U.S. national, 
there is no way not to make that person a sensitive person. A for- 
eign service national, a Pakistani contractor, politically is a very 
different animal. So if we go with Afghans or we go with Paki- 
stanis — 

Mrs. Lowey. So you are agreeing? 

Mr. Kirk. Absolutely; my critical thing is the mission, the civil- 
ian mission needs to be carried out without anybody bugging out, 
because it is so important. 

Mrs. Lowey. To be continued, because Ms. McCollum has been 
waiting patiently. Thank you. 

Mr. Kirk. Thank you. 

Ms. McCollum. Thank you, and Madame Chair, thank you for 
your questions on the role of USAID. I am, like you, very concerned 
about USAID being a subcontractor for the MCC, PEPFAR, and 
the whole issue of going into a war zone or military conflicts, when 
USAID’s focus was development aid, not reconstruction in the mid- 
dle of a conflict. So I think we really need to have a serious discus- 
sion, and I know you are putting together the framework in which 
to have that discussion about who responds when, where and how 
and how to do it safely. 

But I would like to shift gears just a little bit. Food prices are 
up in the United States. I just talked to a member of the Canadian 
Parliament, prices are up there. I had a chance to be with some 



315 


people from the Bundestag. They are up in Germany. They are up 
all over the world. 

The Financial Times has reported that WFP is warning of a new 
food crisis, spreading around the globe, due to high food prices. It 
says countries like Indonesia, Mexico, Egypt, and Pakistan are ra- 
tioning food for the first time in decades. In politically sensitive 
countries such as Pakistan, these high food prices and hunger 
could quickly produce or add to instability. 

In the poorest of countries, high food prices are creating a new 
wave of devastating hunger. I just had a conversation with a friend 
who had spoken to some young adults in Malawi, who now are 
watching their bus fares go up, limiting the trips that they take, 
because of the cost of petrol prices. So they are watching their mea- 
ger subsistence living challenged by what is going on with oil and 
food prices. 

So the high food prices are a humanitarian issue, an issue which 
will put USAID back even further than it already is on working to 
help countries develop. I would like to know how you are respond- 
ing to this emergency crisis, and what in the budget is directed to- 
wards that crisis? 

Also, given your commitments to PEPFAR, the MCC, and other 
programs, do you have sufficient capacity to identify, and then to 
really be on the ground to respond appropriately to basic human 
development issues like hunger? 

3.5 million children’s deaths are caused by malnutrition. It is not 
the only cause of preventable death, but it also lowers the level of 
schooling which this committee works on, and reduces economic 
productivity for the adults. Food insecurity undermines all the 
work and all the dollars that are put together by this committee 
and the American people to help folks. 

So I need to know what your long-term strategy is on this, to 
fight food insecurity. Because I am not seeing it in the budget, and 
I am very concerned as now you are having to provide databases 
to do what I think is proper to keep people from improperly access- 
ing universities and teaching hate and violence. But that was not 
the mission or the role of USAID. That was other agencies’ respon- 
sibilities. What are you doing on hunger? 

Ms. Fore. Thank you very much, Congresswoman McCollum. We 
are concerned with all of it as a development agency. Our reach is 
broad because development is broad. It is long-term. It is complex. 
It involves every segment of society. Food and food prices 

Ms. McCollum. Madame, I only have a limited amount of time. 
I want you to get down to what you are doing. My faith-based com- 
munity is concerned about it, too. I hope USAID is concerned. So 
tell me what you are doing. 

Ms. Fore. Food prices, as you know, have gone up around the 
world. So our purchasing power, the ability to feed the people that 
we currently are feeding has gone down. 

In our budget, we have put forth an amount of 350 million in the 
supplemental request. We seek supplemental, and we anticipate 
supplemental. We could use your help in fully funding 
supplemental. 

The second part that we would like to be able to do, is to do more 
local purchase of food. We anticipate that with ocean freight, with 
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storage and handling, that we could purchase between 30 and 40 
percent more food if we could purchase more locally. It is an area 
of great concern to us. People are hungry. 

Ms. McCollum. Madame, I understand that, and I have actually 
been fairly supportive on the issue, being from a farm state, about 
doing that. 

Ms. Fore. Yes. 

Ms. McCollum. You talked about a supplemental. Food prices 
have been going up since before the President submitted his budg- 
et. So in submitting that budget, you already knew you were not 
going to making the target of people we are serving right now. 

Supplemental are fine. But we should be budgeting on-line. I 
would like you to provide to the committee, how under-funded do 
you think this budget is already making you. 

Ms. Fore. Good, I would be pleased to do that; thank you. 

Ms. McCollum. I do not think this should be part of the supple- 
mental, Madame Chair. I think we should do responsible budgeting 
here. If you know it is a problem, we should address it now. 

Mrs. Lowey. I think that is a good point, and we should continue 
the discussion. Certainly, I brought that up when it came to dis- 
aster assistance. I do not know if you were in the room at the time; 
maybe you had left. 

But the point that I made is very similar. The disaster assistance 
request from the Administration was quite a bit less than is real- 
istic; something like 35 events, compared to about 80 that are nec- 
essary. 

I asked the Administrator whether there was a dialogue with 
OMB, and who was opposing this. Because I know you would not 
have put forth a budget like that that was not realistic. So it is 
similar with this issue, and we can continue that discussion. 

So I think we can add that to the number that we discussed, 
thank you; Mr. Schiff? 

Mr. Schiff. Thank you, Madame Chair. 

Madame Director, I just have, first of all a question. As the Di- 
rection of U.S. foreign assistance, I assume that FMF is part of 
your portfolio that you have direct responsibility for? 

Ms Fore. It is. 

Mr. Schiff. In your testimony, you mentioned that you are seek- 
ing significant increases to foster a well-trained Egyptian army. 
There is one subject matter I would like to start out with. 

Mrs. Lowey. I have to go to another hearing. So if you can be 
the Chair as well, that would be great. I shall return. 

Mr. Schiff [presiding]. You will have unlimited time to answer 
this question. [Laughter.] 

Mr. Schiff. I want to ask about the rationale for a significant 
increase to foster a well-trained Egyptian army. What is the exter- 
nal threat to which these funds are directed? Why does Egypt need 
all of these resources for its military? 

Is not the primary threat to the Egyptian government an inter- 
nal threat, not an external one; and would we not be better off 
using a substantial portion of these resources, either for economic 
development within Egypt, which would probably be of a greater 
value to the Egyptian population, and also a greater value to us? 
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Because I doubt the Egyptian population appreciates what we do 
for their military, or even knows what we do for their military. 

Also, in that respect, could these resources or a portion of them 
be better spent on other countries in the region that are facing 
growing threats from A1 Qaeda, places like Tunisia, Algeria, Mo- 
rocco, or elsewhere? 

We are talking about a very, very substantial sum. I have my 
own views about the importance of Egypt in the peace process, 
which is very substantial. But I think Egypt has given us less rea- 
son to be encouraged. It has been more apathetic than energetic on 
that front. 

So why devote so much resources to Egypt’s military; why not 
more on the development side in Egypt, and why not more on the 
development side in the region? 

Ms. Fore. Thank you very much, Congressman Schiff. The for- 
eign military financing portion of this request in 2009 is $1.3 bil- 
lion, and the portion for Economic Support Funds is $200 million. 

The foreign military financing is at its historic level. This has 
been straight-lined, so that fiscal year 2008 and 2009 are at the 
same level. 

Egypt has been and remains a long-time critical ally and partner 
for us in the United States. They are a very important country in 
their region, as you point out. 

The foreign military financing is coordinated with our friends in 
the Department of Defense. The Secretaries have both discussed it 
and its usages, and feel that it is very important that we maintain 
these levels. 

On the economic assistance side, we have seen great economic 
progress for Egypt. They have moved on privatization in the finan- 
cial sector and in the real estate sector. There are making a strong 
push in education, as well as in democracy and governance. So I 
think we are using well the funds that we currently have pro- 
grammed and that we anticipate in the 2009 budget. 

Egypt also is beginning to help in the region, as a donor and as 
a colleague. This, I think, is important for stability in the region. 
We look forward to working with Egypt. 

But security is a very important part of development. They can 
work together. If a country is stable and if there is good security, 
it means the development and economic assistance can accelerate; 
that it can work faster. 

Mr. Schiff. If I can just make a brief comment, and then I have 
a second question. The fact that the Egyptian foreign military as- 
sistance is on a straight line and consistent with what we have 
done in the past is not a real persuasive point for me, considering 
that what we have done in the past has not produced very good re- 
sults in the Middle East, as far as I can see. Doing more of the 
same is likely to give more of the same result. 

I do not think the problem in Egypt is that it does not have a 
strong enough military. The potential for instability in Egypt, I do 
not think is owing to the strength of its military. I think it is owing 
to the neglect of its population, and the slow progress it has made 
towards democratization. The military support does not do any- 
thing to address that and, in some respects, may even be counter- 
productive. 
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So I know you are not in a position today to change Egyptian pol- 
icy. But I think you are going to find an increasing number of 
Members of Congress raising this issue of pushing back on it and 
perhaps forcing a change, unless we see other changes on the 
ground in Egypt. 

Let me ask about one other policy issue. In your testimony, you 
mentioned that the aid to Pakistan will be aligned with the new 
situation in terms of what has resulted from the election process 
in Pakistan and other facts on the ground. Can you give us any in- 
dication today how you see that aid changing in character, as the 
situation in Pakistan has changed? 

Ms. Fore. Yes, Pakistan is another critical country for us, an ally 
on the Global War on Terror, and it is important for stability of the 
region. 

Our programming comes in several parts. About $600 million is 
used in Economic Support Funds and for military financing. It is 
focused on health and education and roads. But we are now putting 
double our assistance in governing justly and democratically. Be- 
cause given the recent election, we want to try to help and support 
the people of Pakistan to be able to shape their government and 
their nation. 

I would anticipate that we will continue with that, as we have 
spoken with Congressman Kirk. We have $150 million that is being 
programmed now for the Fatah region. The Frontier region is in- 
creasingly important. It is a difficult and challenging environment. 
Our work there is in education and health but also in microenter- 
prise and economic development. 

And then because of the earthquake assistance, we still have $50 
million that we are programming that is helping out in rural devel- 
opment. 

All of this, as a whole, helps the development prospect for Paki- 
stan, so that it can be peaceful and prosperous and stable. 

Mr. Schiff. I probably will have a follow-up that I want to get 
in another round, if we are able to; Mr. Chandler? 

Mr. Chandler. Mr. Chairman, thank you very much. 

Madame Director, thank you for your testimony and thank you 
for being here. I am going to, if I may, follow up a little bit on what 
Mr. Schiff was talking about, and get down to a little bit more de- 
tail. 

One of the main policy considerations in this budget request is 
fighting the global war on terror. One of our biggest allies, or cer- 
tainly one of our few strong allies in the Middle East, is Tunisia 

Tunisia has a diverse growing economy. They are a leader in the 
Arab world in encouraging and guaranteeing women’s rights. They 
have been a key ally of ours on the global war on terror. They have 
strongly suppressed Tunisian terrorists groups, and they are lo- 
cated right next to Libya and Algeria. 

I do not understand why it is that this budget suggests and asks 
for a 63 percent cut in Tunisia’s budget; and you just talked about 
historical numbers and straight-lining Egypt. If Egypt is being 
straight-lined, why is Tunisia not being straight -lined? 

Ms. Fore. Thank you, Congressman Chandler. The budgets are 
never easy. There is never enough money to do all of the things 
that one would wish. So we have had to make choices and trade- 
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offs. Tunisia is economically a success story. Tunisia has been 
growing. 

Mr. Chandler. Is this the time to penalize them for their success 
though, in this kind of a volatile region, when they are an ally of 
ours and the FMF funding is the main one that is being cut, and 
they need that money, as I understand that, to continue to fight 
terror? 

Ms. Fore. Well, our proposal is as in the budget. We will go back 
and look at this and consider your thoughts on this. 

Mr. Chandler. Well, I wish you would. Because really, they are 
a strong ally of ours, and I do not think is the time; and we are 
not talking about much money. You know, we are talking about $7 
million, roughly. 

But it is, I think, is a poke in the eye; and I do not think that 
we want to, at this point in time, poke in the eye an ally of ours 
in the Arab world, of over $7 million; thank you. 

Ms. Fore. Yes, this was not meant as a poke in the eye. 

Mr. Chandler. I am confident that it was not meant as a poke 
in the eye, but I think that it could be perceived as that. 

Ms. Fore. Yes, all right. Yes, we are celebrating their success. 
Thank you. 

Mr. Schiff. Thank you, Mr. Chandler. Mr. Wolf? 

Mr. Wolf. Thank you, Mr. Chairman. 

On the Egyptian issue, following up on Congressman Schiff, this 
is really not a question for you because I do not want to put you 
on the spot. You are not the Secretary of State, and you do not 
make those decisions. 

But there is a frustration, and of course the Congress capitulated 
and backed down in the last Congress on the whole Egyptian ques- 
tion. You do have an impact. 

We have gotten very little out of the Mubarak government. I 
think we have given them $50 billion since Camp David. I met 
with Ayman Nour’s wife last year. Ayman Nour is still in jail, and 
the Administration really does not raise that case very much. Cer- 
tainly, they may raise it privately, but it is not a public issue. 

Of course, in politics, when somebody says they are for you pri- 
vately, but they are not willing to be for you publicly, you begin to 
wonder how much they really are for you. 

So we are really not getting it. I think Mr. Schiff makes a pretty 
legitimate point. I do not think it is going to change in this Admin- 
istration. But hopefully in the next Administration, there will be a 
message sent, and hopefully you will be with us in the next Admin- 
istration, in the McCain Administration. I think you will be able 
to play a very important role. 

The area that you can make a big difference is in the Coptic 
Christians. The Coptic Christians get very little of the economic as- 
sistance to Egypt. They are very faithful. They are very loyal to 
their government. They have been there forever. 

So if you can look to see, we have raised this issue before. Con- 
gressman Aderholt raised it and different people. I do agree with 
Mr. Schiff on that point. We advanced $200 million last year, and 
I think it went down to $100 million. I think that was a Presi- 
dential waiver, which means, for all practical purposes, it is not 
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going to happen. But if you could look at the Coptic Christian 
issue, I would appreciate it. 

Ms. Fore. I would be glad to do so. 

Mr. Wolf. On the issue of the Sudan refugees, in the 2008 Bill, 
the committee allowed up to $5 million for permanent placement 
of personnel in Eastern Chad to help with the internally displaced 
people from both Sudan and the Central African Republic. What 
steps has USAID made with regard to the permanent residency in 
Eastern Chad of personnel? 

Ms. Fore. We have been looking at ways that we can increase 
our help to the internally displaced persons. We have begun to di- 
rect funding in that direction. Why do we not give you a briefing 
for what we have currently underway. 

Mr. Wolf. Okay, fine. And another issue that you may not want 
to cover publicly, what is the status of finding out who killed the 
AID employee in Khartoum? 

Ms. Fore. May I also ask to do that in your chambers? 

Mr. Wolf. Sure, sure. The last issue is I was part of this effort 
with SANFAR and others on this civilian stabilization initiative. 
There was a different name: Core Effort for Reconstruction. 

Where will that be in the State Department; and has there been 
some thought to taking it out of the State Department and having 
it connected to the NSC? Because if my understanding is correct, 
you not only have State Department people, but you have Defense 
Department people, Agriculture people, Civilian Affairs people, 
Justice Department people. 

Where will it be in the State Department, and has the Adminis- 
tration looked at something like FEMA, an independent agency, as 
a model? Espexcially given that you have such a wide variety of 
people from different agencies? Where will it be in the State De- 
partment now under this Administration? 

Ms. Fore. We have a number of initiatives I think that would 
help, and we should give you a briefing on what we have looked 
at and ways that we have approached it. There is to be one single 
command and control center, and that is so that if the President, 
if the Secretary of State says it is time to go here that the group 
goes, and that is very important. 

But all of the agencies are involved through the NSC process in 
looking at a situation to see if it is time to send people and in what 
skill area and how many of them and how soon so that there is a 
shared decision making body. 

The actual reporting structure within the Department of State is 
that the Coordinator for Reconstruction and Stabilization reports in 
to me as the Director of U.S. Foreign Assistance. And since ap- 
proximately 40 percent of the people who respond will be coming 
out of USAID, that is also very synergistic; so that it is a rapid re- 
sponse capability, that will both utilize U.S. Government employ- 
ees, as well as begin to trigger the civilian response team. 

Mr. Wolf. What is the status of the civilian response, whereby 
the Administration was going to bring in people who had retired 
from Government? What is the status now? 

Ms. Fore. Well, we have requested authorization language, and 
that is here before Congress. In the 2009 budget, we are requesting 
funds to be able to hire 250 people in the active response corps, 
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2,000 people in the stand-by response corps, and 2,000 in the civil- 
ian response corps. 

Mr. Wolf. But that has not been set up, as of yet? 

Ms. Fore. It has not. We have a request. We have organized it. 
We have a single command and control system. We have organiza- 
tion within the Federal Government. But we do not, as yet, have 
the funding to move forward. 

Mr. Wolf. Okay, thank you very much. I appreciate that. Thank 
you, Mr. Chairman. 

Mr. Schiff. Thank you, Mr. Wolf; I wanted to just close one loop 
on Egypt, and then ask you about a couple of other matters. 

I think we have seen in Pakistan some of the risks associated 
with the strategy where we embrace one person as being an indis- 
pensable player, to the neglect of the political process, democracy, 
other people in Pakistan. 

That house came close to crumbling down. I think there is a risk 
that we do the same thing in Egypt; that we have put all our bags 
in the Musharraf basket, father or son. 

That much is in Pakistan, where by getting so completely behind 
one person, we did not endear ourselves to the religious parties. 
But we did alienate the secular parties and the democracy reform- 
ers. Because it was apparent to them that we valued our alliance 
with one person more than we valued the growth of democracy in 
Pakistan. 

I think many of the secular reformers and non-secular reformers 
in Egypt probably take the same view; that we are all talk, and 
then we become very pragmatic when it is in our national interest 
to do, and democracy is chucked out the window. 

So I think we should be very careful about that, and I think we 
should re-evaluate whether these assumptions we have had for a 
long time are, in fact, assumptions that are improving our security 
or are taking away from it. 

In Pakistan, I think what you are talking about is very sensible 
and smart, to make these investments in democracy building, given 
what has taken place there. 

Within the scope of the FMF funding though, I am interested to 
get your thoughts on whether we should consider a stronger focus 
in that funding; not for the Pakistani military, vis-a-vis, a con- 
frontation with India, but rather strengthening the military and its 
ability to deal with A1 Qaeda. 

Now I know we have got some funding from the Northwest Prov- 
idence. But still, I think we have a substantial amount going to 
things which do not improve the security of the United States, do 
not really improve the security of Pakistan, that are arrayed 
against an ally of ours in India. Why not condition more of that aid 
in being directed against A1 Qaeda, rather than being directed 
against India? 

Ms. Fore. This deserves a deeper discussion. Our current policies 
and foreign assistance programs do focus on education and health 
and roads and economic empowerment, so that people see that 
there is an alternative. 

Pakistan has been a strong ally in the Global War on Terror, and 
we do reach out in a number of ways with the military, and we can 
talk about that further. 
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I think for all of our programming, it is important to see that 
there has been a change and, I mean, that there has been an effect, 
whether it is in Pakistan or Afghanistan or Egypt. There are sto- 
ries of long-term achievements, that foreign assistance has been be- 
side the leaders of the country. 

Our policy is to work with all leadership, and we think that is 
also important, as countries do change in time and leadership does 
change. But you need leadership at every level. 

Mr. Schiff. I appreciate that. I am not sure it is responsive to 
my question though about whether we ought to consider within the 
FMF conditioning more of that assistance to the fight against the 
Taliban, rather than the fight against India. Do you want to com- 
ment on that? 

Ms. Fore. Well, perhaps we could talk about that in your offices? 

Mr. Schiff. Okay. 

Ms. Fore. Thank you. 

Mr. Schiff. Let me ask, if I could, about one other area that is 
of great interest to me, and that is the support for a free press 
around the world. 

How much a part of your portfolio is that, and what are the 
agencies under your jurisdiction involved in the promotion of free 
media? What more can we do? Are there adequate programs out 
there to support it? 

We have seen what has happened in Russia and other countries; 
not only with the murder of journalists and the impunity for those 
murders, but in shutting down radio stations and the shutting 
down of dissenting views. We see that in our neighbors to the south 
of us, in South America. 

What institutions are there, and do they have adequate support? 

Ms. Fore. It is a very interesting area. It is one that we can 
never have enough support for, because media as you well know 
can change people’s hearts and minds, and they have a chance at 
getting information. 

We work in Russia. We work in Burma. We work in Venezuela. 
We work with non-governmental organizations, who are thoughtful 
in how the media can encourage greater information and freedom 
for people to be able to forge their own thoughts about what their 
nation could become. 

Cuba right now is one of the areas that we are programming in 
and for, and it is our commitment as a nation that we encourage 
people to have information about their government and about their 
country and about their processes. 

They also need to develop institutions. In many of our foreign as- 
sistance budgets, we do not have enough funding for building insti- 
tutions. So we try to look to public/private partnerships in the area 
of media, to try to help us in building institutions. 

But this is a long-term process, and it is one that we have been 
deeply engaged in. Around the world, we spend about $1.7 billion 
on democracy. Within that is much work in media. But it is always 
an area that we can use more assistance and help from the private 
sector to be partners with us. 

Mr. Schiff. Thank you; Ms. McCollum. 

Ms. McCollum. I would like to commend USAID in its environ- 
mental work; especially some of your cooperative efforts around the 
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world, like the Forest Service International Programs. I had an op- 
portunity and went in a country to see some of them, and they are 
truly amazing projects that really engage people in a very positive, 
positive way. 

But environmental issues are becoming more and more increas- 
ingly developmental issues, as we talk about sustainability. You 
probably saw in the United Nations’ development programs last 
Human Development Report, which was entirely focused on fight- 
ing climate change. 

The report calls climate changing, and I quote from it, “the defin- 
ing human development issue of our generation.” That is the end 
of the quote. It goes on to warn us that long-fought hard decades 
of development that was making progress is at risk of being com- 
pletely wiped out by the negative effects of global climate change. 

In short, climate change is a developmental issue. Biodiversity, 
clean energy, and climate change all appear in the development as- 
sistance budget this year, and I commend you for that. But I would 
like to know more specifically about some of the plans and how you 
are going to be funding those plans; and is there an over-arching 
strategy to tackle climate change issues in development countries, 
and not just a few targeted countries. So where are you on that? 

If you could answer that question, and de-forestation usually is 
something that comes up right away and is often the cause of 
greenhouse gas emissions. So I would like to hear a little more in- 
depth on that; thank you. 

Ms. Fore. Thank you very much; yes, development and environ- 
ment are integrally inter-related. De-forestation often occurs be- 
cause there are poor farmers that need agricultural land, and they 
begin to burn the forests. That is question of livelihoods. 

So development, agriculture, environment, and water resources 
and biodiversity and natural resource preservation, as well as sen- 
sitization and understanding, are all linking to the overall encour- 
agement of environment and development, so that there are places 
that are protected by their populations. Do we do this in all coun- 
tries? No, we do not, because we simply do not have the funds to 
do that. 

We do target in some areas, such as in Congo. There is a very 
large forest and park that is an important asset for Africa — and the 
Amazon, that has Congressional support. We also understand that 
the Amazon is a very important area. 

So we target, in some cases. We end up having to make choices. 
But for environment and climate change and adaptation, agri- 
culture, biodiversity — all of it is inter-linked in the natural re- 
sources of the development world. It is a very important area in 
this budget. We have $333 million that we have proposed in the 
environment, and $125 million for biodiversity. 

Ms. McCollum. Thank you. 

Mrs. Lowey [presiding]. I know that we could go on. But we ap- 
preciate your appearance before us. Again, we appreciate your en- 
ergy. 

There are so many questions that have been raised today, and 
I know that we will look forward to your responses and continuing 
the dialogue as the process moves forward. 
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But I thank you very much for your time. This concludes today’s 
hearing on the U.S. Agency for International Development’s Fiscal 
Year 2009 Budget Request. The Subcommittee on State, Foreign 
Operations, and Related Programs stands adjourned. Thank you 
very much. 
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Questions for the Record Submitted to 
Administrator Henrietta Fore by 
Congressman Frank Wolf (#1) 

House Appropriations Subcommittee on State, 
Foreign Operations and Related Programs 
February 27, 2008 

Iraq - Internally Displaced Persons 


Question : 

The Committee has provided substantial humanitarian assistance for Iraqi refugees 
and internally displaced persons. I understand that there are some concerns that 
this assistance may not be getting to the affected people. 

For example, Iraqis use their Public Distribution System (PDS) card to receive 
rations. Now that many Iraqis are displaced and their PDS cards only work in their 
original neighborhoods, what is being done to ensure that these displaced Iraqis 
receive food and other rations? 

Answer : 

USAID Initiatives 

The USAID Office of Foreign Disaster Assistance (USAID/OFDA) Iraq 
Humanitarian Assistance Program includes an emergency response initiative 
designed to distribute supplemental food items to the most vulnerable Internally 
Displaced Persons (IDPs) and host community families. One International 
Organization (IO) implementing partner conducts frequent community-based 
surveys to identity the most affected displaced families. The USAID food 
distribution is intended only to fill the gap left by the World Food Programme 
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(WFP) distribution system and the Government of Iraq (GOI) Public Distribution 
System (PDS) (see below). 

In addition, USAID is supporting the ongoing capacity building of the 
Ministry of Migration (MOM) to assess the needs of IDPs and respond adequately 
to food insecurity. 

Government of Iraq Initiatives 

According to the U.N. country team, the District Administrative Councils 
(DACs) across Iraq will be given the authority to streamline the PDS registration 
process, allowing IDPs to transfer PDS ration cards upon relocating. 

In October 2006, the GOI outlined an initiative to make a one-time $80.00 
payment to 15,000 displaced families in Baghdad. However, fewer than 10,000 
families have received payment. 

In the first half of 2007, the Baghdad Governor's office, funded by the 
Council of Ministers and in cooperation with the Baghdad Provincial Council and 
the MOM, made a one-time payment of $800.00 to 4,000 displaced Shia families 
who returned home to Baghdad. An additional 1 ,000 payments will go to Sunni 
families. Payments have been halted due to allegations of corruption. 

According to MOM officials, 56,000 Baghdad families and approximately 
140,000 families in total, who registered as displaced within a specified time 
period will receive a six month temporary salary equivalent to $735.00 per month. 
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The first of three lump sum disbursements is being distributed, but it remains 
unclear when the second and last payments will be made. 

The Ministry of Trade and the Ministry of Planning and Development 
Cooperation have formed a food security unit to analyze and monitor food security 
conditions in Iraq. 

Question : 

How can you ensure the Committee that the funds we provide actually make it to 
the people in need? 

Answer : 

USAID/OFDA tracks program results and partner performance in Iraq 
through a monitoring and evaluation firm. In addition, USAID/OFDA monitors 
and evaluates the work of its IO partner in the food distribution initiative through 
reports and communication between USAID/OFDA Baghdad field staff and its’ 
partners on the ground. Reports are received by OFDA field staff and shared with 
USAID Mission counterparts and USAID in Washington. 

The Baghdad staff closely follow any reports of displacement and remain in 
frequent contact with all implementing partners. 
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Questions for the Record Submitted to 
Administrator Henrietta Fore by 
Congressman Frank Wolf (#2) 

House Appropriations Subcommittee on State, 
Foreign Operations and Related Programs 
February 27, 2008 

Foreign Assistance Reform 


Question : 

Last month, the Committee had a hearing on reforming the foreign 
assistance process. We heard from various witnesses and would like your 
perspective. The Secretary of State has recently created the “F” bureau to 
oversee foreign assistance overall — both through USAID and the State 
Department, and you are the designated lead for this effort. 

• Are there particular recommendations from the HELP Commission, 
CSIS, or other entities that you think should be the top priorities if the 
Congress and the Administration want to reform the system? 

• Are there particular recommendations for reform that you have for 
this Committee? 

Answer : 

As you note, we have recently seen several significant reports on the 
future of foreign assistance. I am encouraged by the consensus that’s 
emerging, especially in the call for an elevation of development and 
diplomacy in our nation’s foreign policy and our nation’s budget policy. 
Collectively, these reports make a bipartisan case for increased investments 
in foreign assistance and a modernized aid structure to better respond to the 
challenges we face today. 
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The Secretary’s reform effort and the President’s FY 2009 budget 
address some of the very points raised by the HELP Commission. For 
example, the Secretary has taken steps to establish a unified mission and a 
limited set of priority strategic objectives. She has tasked both her diplomats 
and our development professionals with looking at development progress as 
a long-term effort that must be determined/guided by country circumstances 
and, where appropriate, host-government strategies. The FY 2009 budget 
represents a significant increase from the FY 2008 request; our joint 
planning and budgeting processes and the Foreign Assistance Coordination 
and Tracking System is a step toward the recommendation to create a 
unified policy, budgeting and evaluation system; and the budget includes a 
request for 1400 new Foreign Service Officers at USAID and State as well 
as the Civilian Stabilization Initiative. We believe these are positive steps 
that we have taken to address some of the key issues identified. 

The report proposes an increase in aid resources and staff, improved 
training, and revised procurement and performance evaluation systems. We 
agree that it’s critical to increase the USAID operating budget — to expand 
and better train the direct hire workforce, and reinvent hiring and retention 
practices. The President’s Fiscal Year 2009 Budget includes $92.1 million 
dollars to hire 300 Foreign Service officers for USAID - above attrition - in 
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Fiscal Year 2009, a 30 percent increase in our Foreign Service workforce. 
This will move USAID toward a 100 percent increase in deployable staff 
over the next three years. 

Among other things, hiring more procurement and financial 
management officers will enable us to strengthen accountability for results 
and reduce our reliance on “umbrella” contracts and grants and increase 
opportunities for smaller non-governmental organizations and contractors. 

We must additionally expand our efforts to develop robust monitoring 
and evaluation activities. Under the Secretary’s reform effort, we have taken 
significant steps forward improving performance and accountability for 
results. We have gone from a system of over 10,000 disparate indicators, to 
laying a foundation with about 700 common indicators, designed to help us 
both account for what U.S. Government resources have done directly, and 
for what outcomes U.S. Government resources have contributed to 
achieving. In addition, I am reinstituting USAID’s central evaluation 
capacity as an independent voice to assess the effectiveness of the Agency’s 
programs. And I am looking to engage the development community to 
identify and deploy simple, clear, high-quality outcome measures. We have 
successfully identified and deployed them in healthcare. We will strive for 
similar progress in areas like agriculture, education, and economic growth. 
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We agree with the HELP Commission’s recommendation to 
acknowledge the importance of private partners. While we have tripled 
official development assistance in this decade alone, American private 
capital flows to the developing world have tripled over the last three years -- 
and now represent over 80 percent of financial flows to developing 
countries. This is a profound - in fact, radical change in the relationship 
between institutional and private foreign assistance flows. Expanding our 
use of public-private partnerships is a top priority in today’s USAID. I have 
challenged our Mission Directors and bureaus to triple the resources we 
leverage through Global Development Alliances. Our objective is not 
necessarily to increase the number of alliances; rather we seek to increase 
the strategic value of our alliances for fostering sustainable development in 
the developing world. 

In line with the recommendation to create a National Development 
Strategy and to increase interagency coordination, we have started 
developing a multi-year Global Assistance Strategy and will be piloting 
multi-year country assistance strategies in the coming months. Through the 
Development Policy Coordination Committee we are working with other 
U.S. Government agencies to see how we can better align our foreign 
assistance programs. The Development Policy Coordinating Committee has 
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agreed to focus on intra-government coordination in a select number of 
countries. Lessons learned will then be adopted on a broader scale. We will 
better integrate the work of our non-government partners with the aim of a 
comprehensive development approach in each country 

Finally, we have made important strides in elevating the role of 
development. My dual-hatted role and our joint planning processes mean 
that our USG leadership — at State, DOD, and within the White House — has 
an ever greater understanding of what our development professionals do, 
how closely their work is connected to the foreign policy outcomes we seek, 
and what it costs to do this work well, in terms of both human and financial 
resources. The results of such collaboration are reflected in the FY 2009 
budget, with its unprecedented increase for USAID’s operational capacity 
and its significant increase for development activities. 

Clearly, while these are only first steps, they are important. There are 
many aspects of the foreign assistance apparatus that have to be carefully 
examined; for example, whether the current authorities and account 
structures are equipped to meet the evolving needs of a post 9-1 1 world. As 
many of the reports noted, there is a need to increase the coordination and 
strategic focus among the U.S. Government agencies who are involved in 
delivering foreign assistance. And there is a need for greater consultation 
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and consensus between the Administration and the Congress on foreign 
assistance priorities, implementation, and how to provide foreign assistance 
for the contingencies and crises that invariably arise. We are committed to 
fully engaging with Congress in a collaborative manner regarding further 
steps and improvements to the foreign assistance process and our reform 
efforts. 
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Questions for the Record Submitted to 
Administrator Henrietta Fore by 
Congressman Frank Wolf (#3) 

House Appropriations Subcommittee on State, 
Foreign Operations and Related Programs 
February 27, 2008 

Foreign Assistance Budgeting 


Question : 

In your role as head of USAID and Director of Foreign Assistance, there is 
still a large portion of the international affairs budget that is not under your 
purview. For example, the request for international affairs is $39.5 billion, 
but a large portion of that funding, for programs like the Millenniums 
Challenge Corporation, the Peace Corps, and Global HIV/AIDS is outside of 
your jurisdiction. 

• Does this budgetary arrangement make sense? 

• How can the foreign assistance process be rationalized since we 
have so many separate and distinct agencies implementing foreign 
policy, not just USAID and the State Department? 

Answer : 

It is correct that the reforms proposed so far, including the creation of 
the Director of U.S. Foreign Assistance position, do not include authority 
over the Millennium Challenge Corporation (MCC) and other agencies that 
do not fall under the Secretary’s authority. Under current authorities the 
Secretary of State has approval authority over 87% of the entire Foreign 
Operations request (FY 2009), which represents a significant footprint in 
bringing greater coherence to U.S. Government (USG) foreign assistance. 
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The establishment of a dual-hatted Director of U.S. Foreign 
Assistance and USAID Administrator has led to continued improvement in 
the interagency coordination of activities and budget planning. For FY 
2008, for example, with the establishment of common objectives, a common 
program lexicon, and common budget and program planning processes, 

State (including PEPFAR) and USAID were able to improve coordination, 
with steps taken toward greater MCC and Department of Defense (DOD) 
coordination. For FY 2009, MCC and DOD were formally added as 
participants in State and USAID’s budget and program planning process, in 
addition to their coordination in the field. 

The evidence of such coordination is illustrated by a number of 
examples: In Ghana, for instance, USAID is focusing its programming on 
enhancing the capacity of local government, which is responsible for 
implementing MCC compact activities in economic growth. In Honduras, 
USAID programming focuses on trade and investment capacity building and 
private sector competitiveness, in order to complement MCC compact 
investments in infrastructure and agricultural diversification. 

A number of additional activities are ongoing for this year that we 
hope will further improve coordination. A strong interagency country 
strategy development process is being planned for specific pilot countries. 
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The 3-to-5-year strategic plan will be developed by the field, under the 
leadership of Ambassadors, and is explicitly targeted to include full 
interagency, other donor, and where appropriate, host government 
participation. As with last year, the annual Operational Plan process will 
provide additional opportunities for the interagency in the field to develop 
comprehensive program plans, working together to ensure coordination. 

Finally, to extend coherence across all U.S. Government foreign 
assistance, the Director of U.S. Foreign Assistance and USAID 
Administrator now leads the interagency Development Policy Coordination 
Committee. This committee is an important tool for aligning U.S. 
Government efforts, making joint policy decisions on critical development 
issues, and forging stronger collaboration to deliver greater impact from the 
U.S. Government’s development efforts around the world. The 
Development Policy Coordinating Committee has agreed to focus on intra- 
government coordination— including the use of the DFA-established 
common objectives, program lexicon, and planning processes — in a select 
number of countries. Lessons learned from this pilot will then be adopted on 
a broader scale. 

It is the case that to bring all spigots of foreign assistance under the 
authority of the Secretary, changes will be necessary including ones that will 
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require Congressional action. Again, I very much welcome the opportunity 
to work with Congress on this and other matters relating to the reform going 
forward. 
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Questions for the Record Submitted to 
Administrator Henrietta Fore by 
Congressman Frank Wolf (#4) 

House Appropriations Subcommittee on State, 
Foreign Operations and Related Programs 
February 27, 2008 


Development Leadership Initiative 

Question: 

The USAID budget request includes $92 million for a new Development 
Leadership Initiative, which will include 300 additional foreign service 
officers, a 30% increase in USAID’s workforce. The State Department’s 
request also includes $161 million, including 520 new employees, to further 
the Secretary’s transformational diplomacy initiative. 

• How will these two initiatives work together? 

Answer: 

The two initiatives will operate independently, but will be 
complementaiy. In USAID’s case, the increase of staff will allow us to re- 
invigorate our overseas presence in critical stewardship and technical areas. 
The 520 new employees in the State Department’s FY 2009 budget are 
needed to build a modem workforce of sufficient strength to meet State’s 
mission and to sustain State’s high standards for foreign language capability, 
increase interagency training and exchanges, enhance cooperation with the 
military at training institutions and through the use of State Department 
Political Advisors, and to solidify and institutionalize public diplomacy 


efforts. 
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Question: 

This is a large increase in one year. What is your plan for getting all of these 
new employees sufficiently trained for critical positions around the world? 

Answer: 

The increase is ambitious, and the onus to train, deploy, and mentor 
will rest on the entire Agency. Office of Human Resources is redesigning 
the training and orientation programs to focus on core competencies needed 
by Junior Officers to function effectively in the field, and will look to our 
field missions to pick up and ensure that our Junior Officers are put in a 
fertile learning environment. We are also anticipating additional coaching 
contracts to extend beyond the initial Washington orientation to help field 
missions manage the workload of managing relatively inexperienced staff. 
Question: 

What types of employees are you seeking? 

Answer: 

The Junior Officer program seeks to hire individuals who represent 
the diversity of America able to be the USAID field officer of the future. 
Thus, in addition to reaching out to candidates with Masters level education 
(in a technical field, management, economics, law, accounting, international 
relations, etc.), some overseas experience, and foreign language aptitude, we 
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are also seeking individuals who are entrepreneurial and able to bring to 
fruition public-private partnerships. 
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Questions for the Record Submitted to 
Administrator Henrietta Fore by 
Congressman Frank Wolf (#5) 

House Appropriations Subcommittee on State, 
Foreign Operations and Related Programs 
February 27, 2008 


Contracting 

Question : 

A large portion of USAID’s budget continues to go “out the door” (i.e., they 
are devoted to grants and contracts). The Subcommittee wants to ensure that 
proper procedures are undertaken to avoid waste, fraud, and abuse. 

• What steps are you taking to ensure that grants and contracts are 
competitively awarded? 

Answer: 

USAID actively promotes competition while awarding contracts and 
grants. Competition is the rule. Anything else is an exception and must be 
formally justified and approved. USAID publicizes opportunities for 
contracts and grants over the Internet, using FedBizOpps.gov for contracts, 
and Grants.gov for grants. Before any contract or grant is awarded using 
non-competitive procedures, a compelling business case to justify the non- 
competitive procedures must be developed and approved. Federal and 
USAID regulations stipulate that these justification documents must be 
cleared by General Counsel, at the executive level in the program office, by 
the activity or agency Competition Advocate or Procurement Executive, and 
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even the agency’s top executive, depending on the dollar value and 
procedure used. 

Question: 

• For what reasons would you award a contract without competition? 

Answer: 

In general, USAID might award a contract without competition if an 
unusual and compelling program need required expedited procurement 
procedures. USAID, along with all other Federal agencies, follows the 
Federal Acquisition Regulations (FAR). FAR Parts 6.2 and 6.3 outline the 
conditions for other than full and open competition, and the supporting 
justifications and approvals needed. The conditions under which less than 
full competition may be permitted include set-asides for small and other 
types of businesses; only one responsible source; unusual and compelling 
urgency; industrial mobilization, etc.; international agreement; authorized or 
required by statute; national security; and the public interest. In addition, 
Congress provided USAID with unique authorities which are incorporated 
into the US Agency for International Development Acquisition Regulation 
(AIDAR) Part 706.302. Full and open competition need not be obtained 
when it would impair or otherwise have an adverse effect on programs 
conducted for the purposes of foreign aid, relief, and rehabilitation. The 
Assistant Administrator for the program, or the USAID Administrator, must 
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make a formal written determination to invoke this authority. Even when 
this authority is used, competition is sought when feasible, as stipulated in 
the A1DAR. USAID has used this authority to launch critical responses to 
programs for HIV/AIDS; Avian Influenza; Afghanistan; and the Asian 
Tsunami. 
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Questions for the Record Submitted to 
Administrator Henrietta Fore by 
Congressman Wolf (#6) 

House Appropriations Subcommittee on State, 
Foreign Operations and Related Programs 
February 27, 2008 

USAID Unexpended Balances 


Question : 

Isolating only the unexpended balances from appropriations from FY 1 998 
through FY 2003, it appears that a total of $169M is unexpended. For what 
reason were these funds appropriated, are there any obstacles to their 
expenditure, and what is the anticipated timing for expenditure? 

Answer : 

We believe that most or all of these unexpended balances, for each 
appropriations fund and fiscal year, are comprised of amounts remaining in 
implementing agreements (contracts and grants) that are needed to cover 
outstanding claims and closeout payments to implementing organizations. 
Many of the obligations with unexpended balances would have been made 
when USAID entered into govemment-to-govemment “strategic objective” 
agreements with host countries. Under the terms of those agreements, and in 
consultation with host governments, “subobligations” would have been 
made in the form of contracts, grants and other instruments to implement 
programs. Where the expenditure of funds occurs through subobligating 
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instruments, there may be additional time required between obligation of 
funds and eventual expenditure through implementing contracts and grants. 

A year-by-year, agreement-by-agreement review would show that the 
contracts and grants tunded from appropriations enacted from FY 1998 
through FY 2003 have completed their period of performance, but that the 
unexpended balances in these agreements cannot be expended or de- 
obligated because final closeout actions have not been completed. The 
closeout audit process is lengthy by design as it is often the Agency's last 
opportunity to determine the propriety of claimed costs before severing legal 
liability. Under the standard federal closeout process, final payment cannot 
occur on cost type contracts until indirect cost rates are finalized and final 
cost reimbursement claims are reviewed. This process, which includes an 
audit by the Defense Contract Audit Agency (DCAA) to audit these costs, 
can take years to complete. It is not uncommon to receive the required 
incurred cost audits for a contract until 3 to 5 years after it has expired. The 
closeout process for grant instruments is more streamlined and grants 
generally are closed more quickly in comparison to contracts. 

USAID regularly and methodically manages its pipeline. In 
accordance with section 1311 of the Supplemental Appropriation Act of 
1955, USAID offices perform an annual review of all obligations and certify 
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that all unexpended balances are valid and needed. Because of the lengthy 
process required to close out and make final payments under contracts and 
grants, USAID routinely tries to identify awards with excessive unexpended 
funds for de-obligation ahead of the closeout cycle. Excessive funds are 
those that are mutually agreed to by USAID and the vendor that are above 
any final payment pending. 

Question : 

For unexpended balances from appropriations from FY 2005 through FY 
2007, please provide the same information. For what reason were these 
funds appropriated, are there any obstacles to their expenditure, and what is 
the anticipated timing for expenditure? 

Answer : 

Most of these obligations are for contracts or grants still within the 
performance period. For the older instruments in this group, many factors 
could come into play explaining why all funds under the obligation have not 
yet been expended. For instance, performance under an instrument is often 
delayed by country conditions. Also, for FY 2007 appropriations and some 
FY 2006 appropriations that were obligated into govemment-to-govemment 
grants, the award of sub-obligating contracts and grants may have only taken 
place recently. 



353 


As a general matter USAID expends funds at an exceptional rate, 
with approximately 95% of our obligations expended by the time the 
appropriation has expired. However, as mentioned in the response to the 
prior question, final expenditures on an obligation must await closeout and 
final audits; and, in the case of bilateral agreements, there is an intervening 
step of competing and making subobligations. 
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Questions for the Record Submitted to 
Under Secretary Henrietta Fore by 
Congresswoman Barbara Lee (#2) 
House Committee on Foreign Affairs on State, 
Foreign Operations and Related Programs 
February 27, 2008 

Highly Vulnerable Children 


Question : 

According to your August 2007 report to Congress on Highly Vulnerable 
Children, an estimated 143 million children in the developing world have 
lost one or both parents, while an additional larger number of children are 
highly vulnerable. As such, they face serious risk to their survival and well- 
being. 

I understand that we will soon be getting a new "Special Advisor for 
Orphans and Vulnerable Children" and that USAID has decided to separate 
this position from its current pairing with the Director of USAID's Office of 
HIV/AIDS within the Global Health Bureau. 

When will you appoint a new Special Advisor to fill this position and lead 
this effort? 

Answer : 

To fill the role of USG Special Advisor for Orphans and Vulnerable 
Children (OVC), USAID has selected a Senior Foreign Service Officer and 
former Mission Director with expertise in health and OVC issues. We 
expect his arrival by the summer of 2008. Lloyd Feinberg, who manages 
USAID’s Displaced Children and Orphans Fund, will temporarily serve as 
interim advisor until the new Special Advisor arrives. 

Question : 
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What kind of administrative support will USAID provide to the new person 
who will fill this role? 

Answer : 

USAID maintains an OVC secretariat that provides administrative, 
technical and programmatic support. This secretariat works directly with the 
Special Advisor. In addition, we will continue to draw on the multi- 
disciplinary expertise from across USAID. This collaboration has been 
extremely effective for fulfilling the mandate of PL 109-95. 

Question : 

Will there be funding for support staff, to carry out the basic functions of the 
position which were included in “the Assistance for Orphans and Vulnerable 
Children in Developing Countries Act of 2005” which I authored and the 
President signed into law? 

Answer : 

Although PL 1 09-95 was authorized, no funds were appropriated with 
the authorization. We are currently leveraging existing resources. When the 
new Special Advisor is officially on staff, we will further review funding 


considerations. 
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Question for the Record Submitted to 
Administrator Henrietta H. Fore by 
Congresswoman Barbara Lee (#1) 
House Appropriations Subcommittee on State, 
Foreign Operations and Related Programs 
February 27, 2008 

Minority Business Participation and Hiring 


Question : 

What are the existing USAID policies on minority business contracting and 
minority hiring? 

Answer: 


USAID is currently renewing its commitment to the use of minority 
businesses in the realm of international development. As I recently 
emphasized to the entire Agency, USAID, the developing world, and the 
American people are well served by an expanded base of U.S. firms, large 
and small, that can assist in meeting our international development mission. 
To help us to bring small and minority businesses into that base, we have 
historically depended on the Small Business Administration’s (SBA) business 
assistance programs for small disadvantaged businesses (SDBs) as 
implemented through the Federal Acquisition Regulation (FAR) and U.S. 
Agency for International Development’s Acquisition Regulation (AIDAR). 
These programs are the 8(a) Business Development Program and the Small 
Disadvantaged Business Certification Program. The qualifications for each 
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program are similar. A small business must be at least 51% owned and 
controlled by a socially and economically disadvantaged individual or 
individuals. African Americans, Hispanic Americans, Asian Pacific 
Americans, Subcontinent Asian Americans, and Native Americans are 
presumed to quality. 

We also established a Mentor-Protege Program in fiscal year 2007. 
Under our Mentor-Protege Program, experienced USAID contractors will 
mentor small and minority owned businesses in an effort to build their 
capacity to win more contracts with us and with other federal agencies. 

With regard to hiring, we hired our first full-time professional recruiter in five 
years. In January 2008, we hired an additional full-time professional 
recruiter. 

We developed and implemented a Strategic Outreach and Recruitment 
Plan to attract a larger pool of applicants for the Foreign and Civil Service 
from underrepresented populations. We are particularly targeting our efforts 
to groups which are severely underrepresented within the Agency. These 
include Hispanics, Asian Americans, Native Americans, and people with 
disabilities. An aggressive assortment of college visits, career fairs, 
advertising and other special programs will be used to provide the widest 
possible outreach to these underrepresented populations. 
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The Strategy also includes a new emphasis on intern programs. A 
variety of centrally funded paid internships will be utilized to promote 
diversity and succession planning. The first students under this program were 
hired in September 2007 through an agreement with the Hispanic Association 
of Colleges and Schools (HACU). 

We will also collect quantitative data and monitor performance metrics 
in order to better track the success of its recruitment efforts. 

In addition, we are partnering with the Department of State to 
implement a Mentor and Protege Program. 

Question : 

What is the negotiated goal (%) of USAID to do business with minority 
owned firms? 

Answer : 

Our current, fiscal year 2008 SDB goal is 5% of all prime contract 
dollars and 5% of all subcontract dollars. 

Question : 

What are you doing to ensure that these goals are not only met, but exceeded? 
Answer : 

We are committed to achieving and exceeding the minority business 
goals. To emphasize our commitment, an Executive Memorandum holding 
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agency senior executives accountable for the SDB Program goals is sent 
annually. This year, the Director of the Office of Small and Disadvantage 
Business Utilization (OSDBU) and the Acting Deputy Administrator are 
meeting individually with the Senior Executives of the Agency to further 
highlight the importance of achieving these goals. 

We also asked each bureau to designate a Small Business Liaison 
(SBL) to work directly with the OSDBU. The added benefit of having the 
SBLs track and monitor internal bureau requirements for the OSDBU is 
immeasurable to the identification of potential new contracts for small 
business and minority businesses. 

OSDBU hosts two outreach sessions monthly. The first session is 
designed to provide small and minority businesses with current and future 
knowledge of USAID/Washington and USAID/Mission technical assistance, 
commodity purchases, infrastructure and budgeting requirements. The 
second session is designed to provide them with current and future 
information technology (IT) requirements. 

We have also entered into a Partnership Agreement with the SBA to 
expedite the award of 8(a) contracts and purchase orders. 
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And, as previously stated, we also started a Mentor-Protege Program. 
Experienced USAID contractors will mentor small and minority owned 
businesses in an effort to build their capacity to win more federal contracts. 


Question : 

What is the actual number of minority businesses that are awarded contracts, 
whether prime contracts, sub-contracts, or other types of activities with 
USAID, over a five year period? 

Answer : 

Our total number of 8(a) and small disadvantaged business awarded 
contracts are: 


2007 

AIDW 

Mission 

30 

9 

22 

6 


Total: 

39 

28 

2006 

AIDW 

21 

17 


Mission 

6 

5 


Total: 

2 7 

22 

2005 

AIDW 

14 

11 


Mission 

12 

6 


Total: 

26 

17 

2004 

AIDW 

14 

9 


Mission 

5 

2 


Total: 

19 

11 

2003 

AIDW 

7 

4 


Mission 

7 

2 


Total: 

14 

6 


Grand 

Total: 

125 

84 
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Question : 

What is the diversity profile of employees hired at USAID over a five year 
period? Please include the statistical break-down of executives, managers, 
administrative, and all other workers employed by USAID. 

Answer : 

The attached tables show the diversity profiles of employees hired at 
USAID since 2003 as follows: 

Table 1 is a summary of USAID direct hire employees hired in each 
year from 2003 through 2007 by race/national origin and gender. Direct hire 
employees include those in the Civil Service (General Schedule or GS and 
Senior Executive Service or SES employees) and Foreign Service (Foreign 
Service or FS and Senior Foreign Service or FE), and employees who hold 
Executive (EX) and Administratively Determined (AD) appointments. 

Tables 2 through 6 are USAID workforce profiles for direct hire employees 
by appointment (Civil Service, Foreign Service, Executive and 
Administratively Determined) and grade levels and race/national origin and 
gender for each year. 

The specific categories requested (i.e., executive, manager, 
administrative and all other) were not defined; therefore, to provide a relative 
comparison, the tables are categorized in a manner that is consistent with the 
information that was previously submitted to your office. 
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The categories identified as EX, SES, FE-CM, FE-MC and FE-OC are 
the Agency’s executive-level officials. 

Question : 

Is USAID doing anything to assist small firms to access the relevant 
“specialized and technical experience” to compete for USAID grants or 
contracts? 

Answer : 

To strengthen the use of small businesses, we include language in our 
Requests for Proposals that states “If, after evaluating all offers, USAID 
concludes that two or more offers are in effect equally eligible to be selected 
for the award, then the offer that provides the greater, most varied, and most 
realistic use of all the categories of small business concerns will be 
determined to be the best value offer and will be selected for award.” 

We have also recently established a Mentor-Protege Program. The 
Mentor-Protege Program is also designed to improve the performance of our 
contractors and subcontractors by providing developmental assistance to 
Protege entities, fostering the establishment of long-term business 
relationships between small and minority owned protege businesses with 
other-than small mentor businesses, and increasing the overall number of 
small and minority owned businesses that receive our contracts and 


subcontract awards. 
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Question : 

What are the numbers and percentages of minority owned businesses that 
actually are awarded contracts, sub-contracts, grants or other forms of actual 
work with USAID? 

Answer : 

Our total number and percentage of 8(a) and small disadvantaged 
business awarded contracts are: 


2007 

AIDW 

Mission 

SDSf 

t:-v: 
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AIDW 

Mission 

7 

7 

4 

2 
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Total: 

14 

6 

::3% 


Grand Total: 

125 

84 

26,259 ,8% 


Question : 

How many minority owned firms have actually received work from the 
Mission Directors throughout USAID? 
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Answer : 

Our total number of 8(a) and small disadvantaged businesses that 
received work from the Missions: 


j f heal |§pi§? , § 
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2007 

Mission 
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Mission 
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7 

2 


Grand Total: 

39 

21 


Question : 

What percentage of the overall awards are won by minority owned firms? 
Answer : 

In fiscal 2007, SDB and 8(a) businesses won 2% of the overall awards 


made. 
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Questions for the Record Submitted to 
Under Secretary Henrietta Fore by 
Congresswoman Barbara Lee (#2) 
House Committee on Foreign Affairs on State, 
Foreign Operations and Related Programs 
February 27, 2008 

Highly Vulnerable Children 


Question : 

According to your August 2007 report to Congress on Highly Vulnerable 
Children, an estimated 143 million children in the developing world have 
lost one or both parents, while an additional larger number of children are 
highly vulnerable. As such, they face serious risk to their survival and well- 
being. 

I understand that we will soon be getting a new "Special Advisor for 
Orphans and Vulnerable Children" and that USAID has decided to separate 
this position from its current pairing with the Director of USAID's Office of 
HIV/AIDS within the Global Health Bureau. 

When will you appoint a new Special Advisor to fill this position and lead 
this effort? 

Answer : 

To fill the role of USG Special Advisor for Orphans and Vulnerable 
Children (OVC), USAID has selected a Senior Foreign Service Officer and 
former Mission Director with expertise in health and OVC issues. We 
expect his arrival by the summer of 2008. Lloyd Feinberg, who manages 
USAID’s Displaced Children and Orphans Fund, will temporarily serve as 
interim advisor until the new Special Advisor arrives. 

Question : 
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What kind of administrative support will USAID provide to the new person 
who will fill this role? 

Answer : 

USAID maintains an OVC secretariat that provides administrative, 
technical and programmatic support. This secretariat works directly with the 
Special Advisor. In addition, we will continue to draw on the multi- 
disciplinary expertise from across USAID. This collaboration has been 
extremely effective for fulfilling the mandate of PL 109-95. 

Question : 

Will there be funding for support staff, to carry out the basic functions of the 
position which were included in “the Assistance for Orphans and Vulnerable 
Children in Developing Countries Act of 2005” which I authored and the 
President signed into law? 

Answer : 

Although PL 109-95 was authorized, no funds were appropriated with 
the authorization. We are currently leveraging existing resources. When the 
new Special Advisor is officially on staff, we will further review funding 


considerations. 
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Question #1 submitted for the Record 


USAID Hearing, Feb. 27. 2008 


Submitted by Chairwoman Nita Lowev 


USAID Staffing / Development Leadership Initiative 

I am interested to learn more about USAID’s initiative to double its 
workforce by hiring 1 ,200 new foreign service officers over the next 
three years. 

• Do you believe that hiring 1 ,200 Foreign Service officers is 
enough by itself to truly transform the Agency over the long- 
term? What other steps are you considering to complement 
this effort? 

• In light of the need for vast technical expertise in places like 
Iraq and Afghanistan, why have you elected to focus your 
recruitment efforts exclusively on junior officers as opposed to 
hiring more experienced and knowledgeable technical experts? 

• Given that USAID’s greatest staffing needs are at the mid- 
career level, why was the New Entry Professionals Program - 
the Agency’s premier recruitment mechanism for mid-level 
officers eliminated. As Administrator, what steps are you taking 
to bring in more experienced personnel? 

• If the Development Leadership Initiative was designed to hire 
more experienced experts, what would the cost be? 

• Our efforts in Iraq, Afghanistan, Pakistan, and Sudan have 
strained the staffing resources at USAID. Can you please 
explain your strategy to deal with staffing shortfalls at Missions 
other than these four posts? 

• What kinds of reforms are you undertaking in the Foreign 
Service system to create career incentives for hardship posts? 
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Question #2 submitted for the Record 


USAID Hearing. Feb. 27. 2008 
Submitted by Chairwoman Nita Lowev 


Restoring USAID’s Intellectual and Monitoring and Evaluation 
Capacity 

To fully restore USAID's role as an intellectual leader in the 
development community, the Agency must do more than just 
increase its staffing - it must bolster its capacity to carry out strategic 
analysis, document best practices, analyze trends, conduct rigorous 
monitoring and evaluation, and issue policy guidance. 

• As Administrator, what steps are you taking to reinstitute a 
policymaking capacity within USAID? 

• On a related note, plans were recently announced to establish 
"a senior evaluation position at USAID." What is the status of 
these efforts? Will this be a single position or a larger office? 
How can USAID expect to assert its intellectual leadership 
without a robust and meaningful monitoring and evaluation 
capacity? 
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Question #3 submitted for the Record 


USAID Hearing, Feb. 27, 2008 
Submitted by Chairwoman Nita Lowev 


Procurement 

In the past several years, USAID procurement has moved 
increasingly toward larger grants and contract mechanisms that often 
limit competition due to their design or their size. This is clearly 
limiting the diversity of contractors and organizations with which the 
Agency can partner. 

• What will you do to expand the community of partners with 
whom USAID works? 

• What can be done to ensure that minority and small businesses 
as well as small non-governmental organizations can partner 
with USAID directly and not only through sub-contracts? 

The HELP Commission focused intensively on the issue of 
procurement and the weaknesses of USAID's current contracting 
system. USAID has, in the words of General Chiarelli, become “little 
more than a contracting agency.” Each USAID contracting officer 
should manage about $10 million in grants. Today, they manage an 
average of $50 million. 

• How far will the requested increase in operating expenses go to 
address this problem? 

• What steps are you taking in the short- and long-term to 
increase USAID’s pool of qualified contracting officers? 
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Question #4 submitted for the Record 


USAID Hearing. Feb. 27. 2008 
Submitted by Chairwoman Nita Lowev 

USAID Management 

USAID has long suffered from compartmentalized and 'stand alone' 
data systems that inhibit the ability to centrally manage the agency. 
For example, until recently, USAID did not know how many people 
were working at headquarters or what they were doing and 
mistakenly believed that the Agency needed additional office space 
for headquarters staff. 

• What is the current status of USAID's efforts to improve its data 
systems? 
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Question #5 submitted for the Record 


USAID Hearing. Feb. 27. 2008 
Submitted by Chairwoman Nita Lowev 


Assessment of the “F Process” 

The Carnegie Endowment for International Peace has just issued a 
paper analyzing transformational diplomacy and its attempt to reform 
foreign assistance - a process you are currently charged with 
overseeing. The study concluded that Secretary Rice’s reforms were 
“deeply, perhaps irredeemably flawed.” It found that the new process 
“confused strategic decisions, which should be made in Washington, 
with tactical ones better suited to knowledgeable field officers.” 
Further, it noted that detailed narratives have been replaced by “a 
complex, numbered grid system that lacks critical information, making 
a serious assessment of projects. ..difficult.” 

• How do you respond to these charges? 

When you assumed the position of Director of U.S. Foreign 
Assistance, you pledged to streamline operations and bring greater 
coherence to the process. 

• Can you detail for the Subcommittee some of the specific 
reforms you have put in place? 

• What further changes are needed to rationalize U.S. foreign 
assistance over the next five to ten years? 
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Question #6 submitted for the Record 


USAID Hearing. Feb. 27. 2008 


Submitted by Chairwoman Nita Lowev 


Foreign Assistance Strategy 

There are at least 10 departments, 25 agencies, and a total of 60 
government units engaged in foreign assistance in the U.S. 
government. When the Administration undertook the restructuring of 
foreign assistance in 2006, it was announced that the Director of U.S. 
Foreign Assistance would develop a global, five-year U.S. 
government foreign assistance strategy. 

• What is the status of efforts to produce a government-wide 
foreign assistance strategy? 

• Will you consult with Congress before issuing such a strategy? 

One of the recognized best practices in development is the 
articulation of strategies against which programming decisions are 
made. Yet to this day, the Office of the Director of U.S. Foreign 
Assistance has failed to provide guidance to the field on the 
development of country assistance strategies. 

• Does it concern you that operating units are programming 
taxpayer dollars without a country-specific foreign assistance 
strategy in place? 

• In the absence of existing strategies, what is the basis for 
Washington’s review of field-produced Operational Plans? 

• What steps are being taken to revitalize field-based strategic 
planning? 


As Director of U.S. Foreign Assistance, will you insist that all 
United States government-managed assistance resources 
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(including those managed by the Department of Defense, 
Department of Energy, MCC, PEPFAR, etc.) be incorporated 
within country assistance strategies? 

One of the key reasons for pursuing an effective development 
strategy is the need to support the development of stronger 
government institutions and stronger civil society in weak and failing 
states. The Defense Department and State Department are built to 
handle short-term crisis management. 

• What resources are available in this budget request to permit 
the United States Government to develop and execute a long- 
term development strategy built around strengthening 
institutions in weak and failing states? 

• Will that process permit such a strategy to take the long-term 
focus it needs, or will it be beholden to the short-term 
imperatives of our defense and diplomatic agenda? 
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Question #7 submitted for the Record 


USAID Hearing. Feb. 27. 2008 
Submitted by Chairwoman Nita Lowev 


Gender Integration 

We know that women are the majority of the world’s poor and 
research has shown that investing in women increases economic 
productivity, child education, family nutrition, and stems the spread of 
HIV/AIDS. However, the budget does not reflect a clear crosscutting 
strategy to address gender in our foreign assistance programs. 

• Could you please explain the plans to fully integrate gender 
across foreign assistance? 
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Question #8 submitted for the Record 


USAID Hearing. Feb. 27. 2008 
Submitted by Chairwoman Nita Lowev 


Rebuilding USAID 

USAID has been systematically under-resourced, overstretched, and 
disempowered over the last three decades — severely impacting the 
United States’ capacity to provide global leadership on foreign 
assistance. 

Some observers argue this attrition has taken place because USAID 
has lacked the stature necessary to defend itself in the budget 
process. Indeed, over the past eight years the lion's share of 
increased foreign assistance resources have by-passed USAID and 
gone to new organizations such as the MCC and PEPFAR. 

• What does USAID plan to do to reform its operations and 
systems to ensure that it remains relevant and credible in the 
delivery of US foreign assistance? 

The President's budget request includes funding to begin to rebuild 
USAID. 

• Once that rebuilding is complete, what steps are needed to 
ensure that this erosion doesn’t happen again in the future? 

For nearly 20 years, GAO, the USAID-lnspector General and others 
have consistently criticized USAID's lack of clear linkages between 
resources and outcomes. 

• What is the status of USAID's efforts to develop and implement 
a workforce plan that clearly ties resources to planned 
outcomes? 
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Question #9 submitted for the Record 


USAID Hearing. Feb. 27. 2008 
Submitted by Chairwoman Nita Lowev 


Office of Transition Initiatives 

In the post 9/11 era, the ability to respond to crisis situations is 
essential. Both USAID and the State Department have been 
criticized because they lack the flexibility that is needed to respond 
rapidly to changing dynamics on the ground. USAID’s Office of 
Transition Initiatives is known for this innovation and has been able to 
respond in the FATA region of Pakistan, in Lebanon and recently in 
Liberia. This office has responded quickly and effectively to difficult 
situations with innovative programs. 

Unfortunately, this has not been recognized in the FY09 budget 
request and the budget reduces funding by $5 million from the 
enacted level. 

• Can you explain why USAID has not seized on this innovative 
model and expanded it in this time of expanding priorities? 

• At a time when USAID is being asked to be flexible and 
responsive, why would the Agency reduce funding to the one 
office that has been recognized as having these skills? 
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Question #10 submitted for the Record 


USAID Hearing. Feb. 27. 2008 
Submitted by Chairwoman Nita Lowev 


Crisis Response and Stabilization 

To better enhance the government’s capacity to respond to crises 
worldwide, the HELP Commission has recommended the creation of 
two rapid-response crisis funds: (1) a permanent Humanitarian Crisis 
Response Fund that can be drawn upon to respond to natural 
disasters; and (2) a Foreign Crisis Fund to allow for maximum 
flexibility when confronted with security challenges. Congress has 
been historically reluctant to provide this kind of funding. 

• Do you think that there is value to this approach? 

• If so, what are some steps you feel could be taken to give 
Members of Congress confidence in this approach? 
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Question #1 1 submitted for the Record 


USAID Hearing, Feb. 27. 2008 
Submitted by Chairwoman Nita Lowev 


Agricultural Development 

Because three quarters of the poor in developing nations live in rural 
areas and derive their livelihoods from agriculture, economic growth 
and sustainable development is highly dependent on this sector. The 
recent World Development Report cites that growth in the agricultural 
sector has more than twice the impact on the incomes of the poorest 
communities than growth in any other sector. However, levels of 
spending for agricultural development in the past few years have 
been quite bleak. And while the MCC continues to fund agricultural 
development, it does so in a very limited number of eligible countries. 

• How are these conclusions reflected in the Administration’s 
budget request? 

• How can we build the self-sufficiency of countries and help 
“graduate” them from aid if we are under-investing in this vital 
sector? 
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Question #12 submitted for the Record 


USAID Hearing. Feb. 21 . 2008 
Submitted bv Chairwoman Nita Lowev 


Use of Emergency Supplemental Funding 
The use of supplemental appropriation bills that include international 
affairs spending has become a significant channel for additional 
funding, especially those related to reconstruction efforts in Iraq and 
Afghanistan. This Administration has relied too heavily on 
supplemental funding, particularly for items relating to Iraq and 
Afghanistan, which should be incorporated into the regular 
appropriations cycle. 

• Emergencies aside, to what extent can activities in Iraq and 
Afghanistan now be considered recurring costs and should they 
therefore be included in the regular budget process? 

• When can Congress expect to see a FY 2009 supplemental 
request? 


[Clerk’s note: Responses to the questions 
where not submitted in time for printing.] 




Thursday, February 28, 2008. 

U.S. DEPARTMENT OF STATE OPERATIONS BUDGET 

WITNESS 

PATRICK F. KENNEDY, UNDER SECRETARY OF STATE FOR MANAGE- 
MENT, DEPARTMENT OF STATE 

Mrs. Lowey. Good morning. The Subcommittee on State, Foreign 
Operations and Related Programs will come to order. I want to wel- 
come Under Secretary for Management, Pat Kennedy. Ambassador 
Kennedy is responsible for the people, resources, facilities, tech- 
nology, consular affairs, and security of the Department of State, 
both in the United States and overseas. When do you sleep? 

Mr. Kennedy. When possible. 

Mrs. Lowey. In my judgment, Mr. Ambassador, few responsibil- 
ities at the Department of State are more critical to our diplomatic 
efforts around the world than the portfolio you manage. You over- 
see a budget that under the President’s fiscal year 2009 request to- 
tals nearly $10 billion, an increase of 20 percent over fiscal year 
2008, excluding emergency appropriations. 

More than any time during my 20 years in Congress, diplomacy 
and development assistance are being viewed as key components of 
our national security. 

In a speech last November at Kansas State University, Secretary 
of Defense, Robert Gates, echoed this sentiment when he said: 
“what is clear to me is that there is a need for a dramatic increase 
in spending on the civilian instruments of national security, diplo- 
macy, strategic communications, foreign assistance, civic action and 
economic reconstruction and development.” 

I certainly agree with this assessment. However, I know that you 
and I agree that we need to do more than just add more diplomats, 
more development staff, more foreign aid dollars, if we are to truly 
transform our foreign policy institutions to meet the challenges of 
the 21st Century. We need to increase and enhance the skills and 
knowledge of our diplomatic and development staff to effectively 
interact with the communities in which they serve. 

They must get outside the Embassy walls and engage in people 
to people diplomacy, and they must execute a comprehensive and 
integrated U.S. government strategy to meet the diplomatic and de- 
velopment needs of the host nations. I would dare say, and I know 
my colleagues would agree with me, some of the finest, most com- 
mitted and skilled people I have ever met are those that we will 
need at the Embassies as we travel and see the programs which 
we are responsible for. 

The President’s fiscal year 2009 budget requests over 1,543 new 
positions at the Department of State. While I acknowledge the need 
for enhanced education, training and security personnel, I am con- 

( 381 ) 



382 


cerned by the limited number of new positions requested to expand 
our public diplomacy efforts globally. 

A Pew Global Attitudes Project Survey of 47 nations released last 
June found anti-Americanism to be “extensive.” The survey found 
that favorable ratings of the U.S. were lower in 26 of the 33 na- 
tions for which trend data was available. How can we realistically 
expect to reverse this trend with just 20 new positions? 

I understand that many of the new positions are aimed at giving 
you an excess of staff over current requirements to allow for staff 
to rotate into training. Yet I believe that Congress already provided 
funding for this reason in response to the request for over 1,000 po- 
sitions above attrition for the Diplomatic Readiness Initiative be- 
tween fiscal years 2001 through 2004. 

Unfortunately, these staff instead went to fill the needs in Iraq 
and Afghanistan, as well as other posts, and once again, the De- 
partment has no excess staff for training. I hope you will elaborate 
on how you intend to avoid a similar situation from happening 
again. I am pleased to see the robust increase for passport and visa 
services — 448 positions under the Border Security Program, and an 
additional 130 positions under the Worldwide Security Protection 
Program. 

I hope that these staff increases will reduce passport delays re- 
sulting from the Western Hemisphere Travel Initiative and will de- 
crease wait times affecting students, business professionals and 
others seeking travel visas to the United States. Your budget also 
seeks 351 positions for a new Civilian Stabilization Initiative. 

Both Secretary Rice and Secretary Gates have highlighted this 
initiative as vital to building up the civilian response capability in 
postconflict situations such as Iraq and Afghanistan. 

And both have pointed to the decline of such expertise in USAID 
as being one of the reasons why this initiative is necessary. Yet, 
instead of rebuilding this capacity at USAID, the agency respon- 
sible for postconflict assistance, this initiative is developing this ca- 
pability at the Department of State. 

I am concerned that we are burdening our diplomats, as we have 
our military, assigning responsibilities to them that fall outside 
their core mandate and expertise. It is interesting to contrast the 
over 1,500 new positions being requested to the State Department 
on top of the over 1,100 new positions that were requested in fiscal 
year 2008 with a total of 300 new positions for USAID. 

In fact, we are told that the new Development Leadership Initia- 
tive seeks only 1,000 positions over three years at USAID. Finally, 
I will note that while these initiatives to strengthen our long-term 
staffing and training capabilities are important it is this Commit- 
tee’s responsibility to review the full request for both personnel and 
assistance programs within the 150 account. 

In that light, I am concerned that humanitarian assistance pro- 
grams are severely underfunded in the President’s request. It is 
nearly impossible for Congress to fund increases for operating costs 
when humanitarian needs are not met. If you are going to protect 
the D&CP budget, then the Administration needs to do a better job 
of ensuring that the budget addresses humanitarian and develop- 
ment assistance requirements. 
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I also want to spend some time specifically on worldwide security 
protection and our Embassy compound in Baghdad, and I know my 
colleagues do as well. The safeguarding of our diplomatic and de- 
velopment personnel in Iraq and around the world is a top priority. 
The fiscal year 2009 budget requests an increase of $194 million 
and 200 positions for worldwide security protection. 

I hope your testimony will include an update on the implementa- 
tion of the Secretary’s Panel on Personnel Protection Services in 
Iraq October 2007 report, including the projected timeline for occu- 
pancy of both the housing and offices in the New Embassy com- 
pound in Baghdad. Ambassador Kennedy, there are a great many 
issues we could discuss. The challenges facing you and this Com- 
mittee are staggering. 

I am particularly concerned that the Department of State and 
USAID lack the capacity necessary to respond to the diplomatic 
and development crises of our day and that the Defense Depart- 
ment, sharing these concerns, has stepped in to fill the void. Before 
we move to your testimony I want to yield to the Ranking Member, 
Mr. Wolf, for any statement he may wish to make. 

Mr. Wolf. 

Mr. Wolf. Thank you, Madam Chair. I want to welcome Sec- 
retary Kennedy. I think it is his first time before the committee. 
There are a number of issues which we will just put in the record, 
and we can ask you questions. I think it is important that you are 
there now, and I would recommend that the Department think in 
terms of how their relationship was with Mr. Armitage and Grant 
Green. They were always up here. 

They were always available. I think the committee, certainly the 
subcommittee, takes the whole oversight issue very, very seriously. 
There have been some management problems we will ask about 
with regard to the Embassy and the issue with the contractors. 
Lately, the State Department is almost AWOL with regard to the 
Hill. 

This is not meant to be a criticism of you because I know you 
are new. If you are really looking for a model with regard to the 
relationship with the Hill I think it was certainly preferable during 
the days of Armitage, who you could always get on the phone, al- 
ways get an answer, always get something done, and also, Grant 
Green, who I guess you are filling the capacity that he had. 

So anyway, we welcome you. We look forward to working with 
you and hopefully, you know, the administration will be aggressive 
on all these issues to the very last day, January 20, 12:00 in the 
afternoon. At that time, what happens, happens. So anyway, we 
welcome you. I look forward to asking you some questions. Thank 
you, Madam. 

Mrs. Lowey. I would love to hear your testimony. I think what 
Mr. Wolf was saying should be listened to carefully. I remember 
that not only did he respond to my calls, but he called me and kept 
us up to date on any change of direction that was taking place, and 
it was very much appreciated. 

Mr. Wolf. Yes. For instance, Negroponte, I spoke to him about 
six or seven months ago, and he said well, you know, what do you 
think about this issue with regard to the aid to Mexico? I said I 
have some concerns about it. The Mexican government is corrupt, 
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there are some problems going on. He said I am going to have Sec- 
retary Shannon come up and see you, he will be back on Wednes- 
day. 

That has been six months ago, and Shannon has never been up 
here. It is like there is no give and take. I am really concerned that 
some will say well, we are in our last year, we really do not care 
what the Congress thinks. I think what the Chair has said is im- 
portant. Armitage would call, bipartisan, Republican, Democrat, 
come up here and deal with the problems. 

Mrs. Lowey. We welcome you again, Ambassador Kennedy, and 
we look forward to your testimony. You know your full statement 
will be in the record, so feel free to proceed as you wish. Thank 
you. 

Mr. Kennedy. Thank you very much, Madam Chairwoman, 
Ranking Member, other members of the committee. I welcome the 
opportunity to lead off for the State Department of the President’s 
fiscal year 2009 budget request and discuss with you the portion 
of the request relating to management and consular issues. 

Please let me begin by expressing how much we at the State De- 
partment appreciate the support you have given us, and I very 
much, as you both indicated, look forward to working with you this 
year as you consider our budget request. When I held positions pre- 
viously in other administrations I was a regular visitor on Capitol 
Hill. I welcome the opportunity to interact with you or with any 
members of your staff. 

That is my personal style, and I welcome that. I have requests 
pending with both of you for meetings with you to go over what I 
regard as the most important issues. I know how busy your time 
is up here, but whenever you have the time available, I am at your 
disposal seven by 24. 

Mr. Wolf. How about tomorrow? 

Mr. Kennedy. I will be here in the morning, sir. I will get with 
your staff, and I will see you tomorrow morning. As the Secretary’s 
principal management advisor, my responsibility is to make sure 
that the personnel, infrastructure and management resources of 
the Department are deployed to best support the Department’s na- 
tional security mission. 

Our diplomatic platform, which supports more than 70,000 peo- 
ple from more than 40 agencies at 268 posts worldwide who carry 
out the Department’s diplomatic and foreign mission, must be fully 
staffed, properly trained and appropriately supported with critical 
infrastructure, including technology, personnel security and secure 
facilities in order to accomplish their difficult mission. 

Funding for this diplomatic platform is key to America’s success 
in the war on terror where the State Department serves as the 
front line in the protection of our borders and our national inter- 
ests. The Department must have the requisite resources to pursue 
diplomatic solutions for the most pressing national security needs. 

I would like to ask you to act quickly on the balance of funding 
requested in the fiscal year 2008 global war on terror supple- 
mental, and I know that Deputy Secretary Negroponte will be ap- 
pearing before you next week to discuss this. The funds are cur- 
rently and urgently required to continue the Department’s diplo- 
matic efforts in Iraq. 
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The supplemental also addresses critical security and construc- 
tion requirements in Afghanistan, support for international organi- 
zations functioning in Iraq and Afghanistan and peacekeeping mis- 
sions in Darfur, as well as other important foreign assistance ef- 
forts. This funding is necessary to our ongoing diplomatic mission, 
and I ask for your support. 

In discussing our budget request I want to first emphasize the 
importance of our funding request for additional human resources, 
as the Chair has mentioned. Over the past four years, Congress 
has been very, very helpful in providing funds for positions in the 
security and consular arenas. 

We are again requesting funding for additional positions in this 
field, 200 for diplomatic securities’ worldwide mission, and 448 
funded through fees for our border security programs necessitated 
by the growing workload in both passports and visas. We have not 
been as successful in recent years in making our case to the Con- 
gress to fund other positions. 

In fact, over the past four years we have not received funding for 
any positions beyond security and consular affairs. The Secretary, 
as reflected in the President’s budget request, sees a critical need 
for additional positions in those areas this year. 

The Department request supports 520 new positions funded 
through the Department’s diplomatic and consular appropriation as 
follows. Three hundred positions for language training. The De- 
partment’s global engagement requires significant enhancements in 
critical foreign language capability such as Arabic and Chinese. 

Language designated positions in critical language needs, which 
are often the hardest to teach, sometimes taking as much as two 
years of effort, have increased by 170 percent since 2001. We have 
requested funds for 300 positions to expand the number of Foreign 
Service personnel in language training. Reports by the Government 
Accountability Office and other groups have confirmed the signifi- 
cance of the Department’s staffing deficits related to language re- 
quirements. 

Increased interagency training. Our request includes funds for 75 
new positions to allow for increased participation by Foreign Serv- 
ice personnel in interagency professional training and joint military 
training. Our workforce will benefit greatly from opportunities at 
the National Defense University and other similar military institu- 
tions that will facilitate a coordinated U.S. government response to 
critical challenges. 

As you have noted, Secretary Gates has also called upon the 
State Department to move forward and particularly work with our 
military colleagues. Activities over the next decade are clearly 
going to be interagency activities, and bringing up the skills and 
capacities of our personnel through training jointly with our mili- 
tary colleagues and those other agencies involved in foreign affairs 
activities I believe is a critical component in advancing our national 
agenda in this way. 

Liaison with military counterparts. Foreign Service officers work- 
ing as political advisors have long provided four star military com- 
manders with insight into how military plans and actions relate to 
the full spectrum of U.S. international objectives. We have re- 
quested funds for 50 new political advisor positions in 2009 to pro- 
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vide additional support to one and two star military commanders 
around the world. 

More and more activities overseas have both a civilian and a 
military dimension, and placing additional State Department per- 
sonnel at military commands will reap global benefits. 

Enhanced interagency capacity for national security. Executive 
Order 13434 in May of 2007 mandated a creation by all U.S. gov- 
ernment entities of a cadre of national security professionals within 
the U.S. government prepared to address cross-cutting national se- 
curity and increased collaboration among agencies. 

We have requested funds for 75 new positions to allow us to fully 
participate in the education, training and professional and inter- 
agency details and exchanges envisioned by that Executive Order. 

Public diplomacy personnel. These 20 positions will improve pub- 
lic diplomacy efforts within the framework of the national strategy 
for public diplomacy and strategic communication. I might add that 
the additional language qualified personnel will also and signifi- 
cantly enhance our public diplomacy efforts as well because an offi- 
cer who has a language capability increases our productivity in all 
critical areas including public diplomacy significantly. 

This request also includes, as in previous years, Foreign Service 
pay compensation reform which would create a single, global based 
pay scale for the Foreign Service as part of a new performance- 
based pay system. A single, global pay scale would eliminate the 
pay disincentives caused by the loss of locality pay upon transfer 
to foreign assignment. 

This sizeable and growing financial disincentive, whenever a 
member of the Foreign Service transfers from Washington to over- 
seas their salaries are now cut by 20 percent, has a lasting impact 
on Foreign Service personnel who spend the majority of their ca- 
reers overseas. 

Diplomacy is a difficult, sometimes dangerous business, and the 
sacrifices made by Foreign Service personnel and their families are 
real. I am asking that you provide the necessary funding, subject 
to future authorization, to address this problem. 

In a new approach, we are also requesting funding for 351 posi- 
tions for the civilian stabilization initiative. Over the past two 
years the Department of State has led the work of 15 agencies to 
determine the full civilian capacity needs of the United States gov- 
ernment to respond to the stabilization and reconstruction chal- 
lenges that we face and will continue to face over the next decade. 

The $249 million requested for this initiative will support, train, 
equip and deploy an interagency civilian response corps composed 
of active and standby components and a new civilian reserve of out- 
side experts. This initiative provides a full complement of U.S. gov- 
ernment civilian personnel that we need to respond to the national 
security stabilization challenges of the next decade. 

Within 48 hours after a crisis erupts it will allow us to deploy 
rule of law experts and law enforcement experts from State and 
Justice, economic experts from Commerce and Treasury, border se- 
curity experts from Homeland Security, and equally importantly, 
the conflict and recovery expertise of officers from the United 
States Agency for International Development. 
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This initial response can be supplemented as needed within 60 
days by deployment of a substantial number of civilian reservists 
drawn from the private sector and state and local government 
agencies from across the country, such as police officers, judicial 
advisors, agronomists and municipal administration experts. 

This initiative is strongly supported throughout the interagency, 
notably by the Department of Defense, but also by other foreign af- 
fairs agencies including USAID. All recent endeavors including our 
activities in Iraq and Afghanistan clearly highlight the great need 
for enhanced coordination across the federal government in sta- 
bilization and reconstruction activities, and this initiative will help 
us achieve this goal. 

Let me highlight a few other major management areas. The re- 
quest provides SI. 163 billion for worldwide security protection to 
increase security for diplomatic personnel, property and informa- 
tion in the face of international terrorism. The funding will extend 
the program to upgrade security equipment and technical support, 
information and systems security, perimeter security and security 
training. 

This funding will also support the worldwide local guard force 
protecting diplomatic missions and residences. Funding increases 
will meet new security demands in all regions and implement the 
visa and passport security strategic plan to safeguard the impor- 
tant integrity of U.S. travel documents. 

Because people continue to be the single most important factor 
in deterrence and response to terrorist acts, the funding will sup- 
port the previously noted 200 new security professionals. 

The request includes $414 million including revenue from fees for 
the central fund investments in knowledge management and infor- 
mation technology. 

The ability of the Department, as the Chair noted, to support 
transformational diplomacy, information sharing, right sizing ef- 
forts and e-government initiatives depends increasingly on robust, 
secure information technology. Funding increases in 2009 will sup- 
port the State Messaging and Archive Retrieval Toolset project, di- 
plomacy through collaboration and enhanced infrastructure that 
will provide American diplomats with any time, anywhere com- 
puting. 

The fiscal year 2009 budget provides $2,124 billion in fee revenue 
for the Border Security Program. This program helps secure Amer- 
ican borders against illegal entry by terrorists and others who 
threaten our homeland. At the same time, it facilitates the entry 
of legitimate foreign visitors and students. 

Revenue from the machine readable visa fees, enhanced border 
security program fees, the Western Hemisphere travel surcharge 
and visa fraud prevention fees will fund continuous improvements 
in systems, processes and programs. These fees will also fund 448 
additional positions required to address rising passport demand as- 
sociated with the Western Hemisphere Travel Initiative and rising 
visa demand including increases related to the border crossing card 
renewals. 

The Department is determined to prevent the passport backlogs 
of the past, and I am personally monitoring our passport produc- 
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tion on a weekly basis, but we require these fee funded resources 
to be successful in our efforts. 

The request also provides $1.79 billion to continue security driv- 
en construction projects and to address the major physical, security 
and maintenance needs of U.S. Embassies and consulates. This 
total includes $844 million for the Capital Security Construction 
Program to continue replacing diplomatic facilities at our most vul- 
nerable overseas posts. Fiscal year 2009 proposed projects includes 
new Embassy compounds in Santo Domingo, Dakar, Maputo and 
Malabo. During the fifth year of our Capital Security Cost Sharing 
Program, U.S. government agencies with personnel abroad will 
contribute $455 million to construction from their budget. 

The request also includes $105 million to upgrade compound se- 
curity at high risk posts and to increase protection for potential 
targets, such as schools. Finally, the request includes $841 million 
for ongoing operations including major rehabilitation. 

These programs are essential to protect the investment in real 
estate, which are currently valued at over $14 billion, and to keep 
more than 15,000 properties in good working order so they remain 
viable platforms for our international efforts. 

In conclusion, while we need the positions I have discussed, we 
also need added funding. Overall, in fiscal year 2008 we have a 
very constrained operating situation. 

The bulk of increases in state operating funding this year has 
been absorbed by worldwide security upgrades and international 
organizations, two absolutely essential programs, but leaving little 
or no resources to enhance our core diplomatic activities. This situ- 
ation has been made much more difficult by substantial and grow- 
ing exchange rate losses. 

As you have all seen in the paper, the euro yesterday reached the 
point where it takes $1.50 to purchase one euro. In addition, over- 
seas inflation, in many countries exceeds that in the United States. 
These external factors directly impact the buying power of our re- 
sources overseas with detrimental effects. 

The Department has been unable over the past couple of years 
to provide well-earned wage increases for many of our locally en- 
gaged staff abroad. We have not had the necessary resources to 
fully train our personnel in requisite language skills for the posi- 
tions which we have. The Department has not had the resources 
to adequately address maintenance for our overseas facilities. 

These are but some of the choices we are forced to make when 
our primary operating account, Diplomatic and Consular Programs, 
is funded below the request level. I ask that you keep these con- 
cerns in mind as you review our fiscal year 2009 budget request. 
I know that the Congress, and in particular, this subcommittee, un- 
derstands that diplomacy and foreign assistance programs are crit- 
ical to reaching enduring solutions to challenging national security 
issues. 

It is from this perspective, as Under Secretary for Management, 
that I ask for your continued support in strengthening our diplo- 
matic platform at home and abroad. I pledge that I am available 
24 hours a day, seven days a week, to answer any questions that 
you or your staff may have. I will redouble my efforts in that re- 
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gard. Thank you very much, and I look forward to any questions 
that you might have. 

[The information follows:] 
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Madam Chairwoman, Congressman Wolf, members of the subcommittee. I 
welcome the opportunity to lead off for the State Department on the 
President’s FY 2009 budget request and to discuss with you the portion of 
the request relating to management and consular issues. 

Please let me begin by expressing how much we at the State Department 
appreciate the support you have given us. I look forward to working with 
you this year as you consider our budget request. 

As the Secretary’s principal management advisor, my responsibility is to 
make sure that the personnel, infrastructure, and management resources of 
the Department are deployed to best support the Department’s national 
security mission. Our diplomatic platform — which supports the more than 
70,000 people from more than 40 agencies at 268 posts worldwide who 
carry out America’s diplomatic and foreign assistance mission — must be 
fully staffed, properly trained and appropriately supported with critical 
infrastructure, including technology, personal security, and secure facilities 
in order to accomplish their difficult mission in the most safe and secure 
environment possible in a very dangerous world. 

Funding for this diplomatic platform is key to America’s success in the War 
on Terror, where the State Department serves on the front line in the 
protection of our borders and our national interest. The Department must 
have the requisite resources to pursue diplomatic solutions to the most 
pressing national security issues. 

I would like to ask you to act quickly on the balance of funding requested in 
the FY 2008 Global War on Terror Supplemental. The funds are urgently 
required to continue the Department’s diplomatic operations in Iraq. The 
Supplemental request also addresses critical security and construction 
requirements in Afghanistan, support for international organizations 
functioning in Iraq and Afghanistan, and peacekeeping missions in Darfur as. 
well as other important foreign assistance efforts. This funding is necessary 
to our on-going diplomatic mission, and I ask for your support. 
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Funding for Additional Positions 

In discussing our budget request, I want to first emphasize the importance of 
our funding request for additional human resources. Over the past four years 
Congress has been very helpful in providing funds for positions in the 
security and consular arenas. We are again requesting funds for additional 
positions in these fields: 200 for Diplomatic Security’s worldwide mission 
and 448, funded through fees, for our border security program necessitated 
by the growing workload in both visas and passports. 

We have not been as successful in recent years in making our case to the 
Congress to fund other positions; in fact, over the last four years we have not 
received funding for any positions beyond security and consular affairs. The 
Secretary, as reflected in the President’s budget request, sees a critical need 
for additional positions this year. 

• The Department’s request supports 520 new hire positions funded by 
Diplomatic and Consular (D&CP) appropriations as follows: 

o Language Proficiency (300 positions) -The Department’s global 
engagement requires significant enhancements in critical foreign 
language capabilities, such as Arabic and Chinese. Language- 
designated positions in critical needs languages, which are often 
hardest to teach, have increased by 170 percent since 2001. We 
have requested funds for 300 positions to expand the number of 
Foreign Service personnel in language training. Reports by the 
GAO and other groups have confirmed the significance of the 
Department’s staffing deficits related to language requirements, 
o Increased Interagency Training (75 positions) — Our request 
includes funds for 75 new positions to allow for increased 
participation of Foreign Service personnel in interagency 
professional training and joint military training. Our workforce 
will benefit greatly from opportunities at the National Defense 
University and other similar military institutions that will facilitate 
a coordinated U.S. Government response to critical challenges, 
o Liaison with Military Counterparts (50 positions) - Foreign 
Service Officers working as Political Advisors (POLADs) have 
long provided senior four-star commanders with insight into how 
military plans and actions relate to the full spectrum of U.S. 
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international objectives. We have requested funds for 50 new 
POLAD positions in FY 2009 to provide additional support to one- 
and two-star commanders around the world. More and more 
activities overseas have both a civilian and military dimension, and 
placing personnel at additional military commands will reap global 
benefits. 

o Enhanced Interagency Capacity for National Security (75 
positions) — Executive Order 13434 in May 2007 mandated the 
creation of a cadre of National Security Professionals within the 
USG prepared to address cross-cutting national security and 
increase collaboration among agencies. We have requested funds 
for 75 new positions to allow us to fully participate in the 
education, training, and professional/interagency details and 
exchanges envisioned by the Executive Order, 
o Public Diplomacy Personnel (20 positions) - These 20 positions 
will improve public diplomacy efforts within the framework of the 
National Strategy for Public Diplomacy and Strategic 
Communication. 

The request also includes funding, as in previous years, for Foreign Service 
Compensation Reform, which would create a single global pay scale for the 
Foreign Service as part of a new performance-based pay system. A single 
global pay scale would eliminate the pay disincentive caused by the loss of 
locality pay upon transfer to foreign assignments. This sizable and growing 
financial disincentive — now over 20% — has a lasting impact on Foreign 
Service personnel who spend the majority of their career overseas. 

Diplomacy is a difficult, sometimes dangerous business, and the sacrifices 
made by Foreign Service personnel and their families are real. I am asking 
that you provide the necessary funding, subject to further authorization, to 
address this problem. 

In a new appropriation, we are also requesting funding for 351 positions for the 
Civilian Stabilization Initiative (CSI). Over the past two years the Department 
of State has led the work of 1 5 agencies to determine the full civilian capacity 
needs of the U.S. Government to respond to the stabilization and reconstruction 
challenges that we face and will continue to face over the next decade. The 
$249 million requested for this initiative will support, train, equip, and deploy 
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an interagency civilian response corps comprised of Active and Standby 
components and a Civilian Reserve of outside experts. 

The Civilian Stabilization Initiative provides the full complement of U.S. 
civilian personnel that we need to respond to the national security stabilization 
challenges of the next decade. Within 48 hours after a crisis erupts, it will allow 
us to deploy rule of law and law enforcement experts from State and Justice, 
economic experts from Commerce and Treasury, border security experts from 
Homeland Security and conflict and recovery officers from USAID. This initial 
response can be supplemented, as needed, within 60 days by deployment of a 
substantial number of civilian reservists drawn from the private sector and state 
and local government from across the country - such as police officers, judicial 
advisors, agronomists, and municipal administration experts. 

This initiative is strongly supported throughout the interagency, notably by 
DoD, but also by the other foreign affairs agencies, including USAID. All 
recent endeavors, including our activities in Iraq and Afghanistan, clearly 
highlight the great need for enhanced coordination across the Federal 
government in stabilization and reconstruction activities, and this initiative will 
help us achieve this goal. 

Other Major Management Requests 

Let me highlight the other major requests in the management area. 

The request provides $1,163 billion for Worldwide Security Protection to 
increase security for diplomatic personnel, property, and information in the 
face of international terrorism. The funding will extend the program to 
upgrade security equipment and technical support, information and systems 
security, perimeter security, and security training. This funding will also 
support the worldwide local guard force protecting diplomatic missions and 
residences. Funding increases will help meet new security demands in all 
regions and implement the Visa and Passport Security Strategic Plan to 
safeguard the integrity of U.S. travel documents. Because people continue 
to be the single most important factor in deterrence and response to terrorist 
acts, the funding will support the previously noted 200 new security 
professionals. 
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The request provides $414 million, including revenue from fees, for Central 
Fund investments in “knowledge management” and information technology. 
The ability of the Department to support transformational diplomacy, 
information sharing, rightsizing efforts, and E-Govemment initiatives 
depends increasingly on robust, secure information technology. Funding 
increases in FY 2009 will help support the State Messaging and Archive 
Retrieval Toolset project, diplomacy through collaboration, and enhanced 
infrastructure that will provide American diplomats with anytime/anywhere 
computing. 

The FY 2009 budget provides $2. 124 billion in fee revenue for the Border 
Security Program. This program helps secure American borders against 
illegal entry by terrorists and others who threaten our homeland. At the 
same time, it facilitates the entry of legitimate foreign visitors and students. 
Revenue from Machine Readable Visa (MRV) fees, Enhanced Border 
Security Program fees, the Western Hemisphere Travel Surcharge, and visa 
fraud prevention fees will fund continuous improvements in systems, 
processes, and programs. The fees will also fund the 448 additional 
positions required to address rising passport demand associated with the 
Western Hemisphere Travel Initiative and rising visa demand, including 
increases related to Border Crossing Card renewals. The Department is 
determined to prevent the passport backlog problems of the past, and I am 
personally monitoring our passport production on a weekly basis. But we 
require these fee-funded resources to be successful in that effort. 

The request also provides $1,790 billion to continue security-driven 
construction projects and to address the major physical security and 
maintenance needs of U.S. embassies and consulates. This total includes 
$844 million for the Capital Security Construction Program to continue 
replacing diplomatic facilities at our vulnerable overseas posts. FY 2009 
proposed projects include new embassy compounds in Santo Domingo, 
Dakar, Maputo, and Malabo. During the fifth year of Capital Security Cost 
Sharing, U.S. government agencies with personnel abroad under chief of 
Mission authority will contribute $455 million to this construction. The 
request also includes $105 million to upgrade compound security at high- 
risk posts and to increase protection for potential targets such as schools. 
Finally, the request includes $841 million for ongoing operations, including 
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major rehabilitations. These programs are essential to protect the investment 
in real estate assets which are currently valued at over $14 billion and to 
keep more than 15,000 properties in good working order so that they remain 
viable platforms for our international efforts. 

Conclusion 

While we need the positions I have discussed, we also need added funding. 
Overall, in FY 2008 we have a very constrained operating situation. The bulk 
of increased State Operations funding this year has been absorbed by 
Worldwide Security Upgrades and International Organizations, leaving little or 
no resources to enhance our core diplomatic activities. This situation has been 
made more difficult by substantial and growing exchange rate losses and 
overseas inflation which in many countries exceeds that in the United States. 
These external factors directly impact the buying power of our resources 
overseas - with detrimental effects. 

The Department has been unable, over the past couple of years, to provide well- 
earned wage increases for many of our locally engaged staff. We have not had 
the necessary resources to fully train our personnel in requisite language skills 
for the positions in which they serve. The Department has not had the 
resources to adequately address maintenance for our overseas facilities. These 
are but some of the choices we are forced to make when our primary operating 
account, Diplomatic and Consular Programs, is funded below the request level, 
and I ask that you keep these concerns in mind as you review our FY 2009 
budget request. 

I know that Congress, and this Subcommittee in particular, understands that 
diplomacy -- and foreign assistance programs — are critical to reaching 
enduring solutions to challenging national security issues. It is from this 
perspective, as the Under Secretary for Management, that I ask for your 
continued support in strengthening our diplomatic platform at home and abroad. 
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Ms. Lowey. Thank you very much. In your comment about the 
choices you were forced to make is one of my first questions that 
I would like to address. I understand that the report you provided 
the Secretary last May of your review and recommendations for 
staffing at Embassy Baghdad recommended that the USAID In- 
spector General staff no longer have an office in Baghdad. 

Furthermore, the report recommended the USAID Inspector Gen- 
eral staff be based in the regional office in Jordan and that only 
two people at a time from that office would be provided space on 
a temporary basis in Baghdad. Now, I appreciate the importance 
of carefully reviewing and allocating agency staff space in Baghdad. 

In last Spring’s conference report accompanying the fiscal year 
2007 emergency supplemental this Committee expressed its con- 
cern about the growth in staffing at Embassy Baghdad. I know we 
still have many concerns which we will discuss today. We directed 
the Department to undertake a staffing review. 

However, I want to assure you that it was not the intent of this 
committee to restrict the USAID IG employees in Baghdad. First 
of all, I understand that the full Baghdad Embassy staffing report 
was requested by Committee staff but that the Department con- 
siders it an internal document and has refused to make it available 
to this Committee. I find this position frankly extraordinary, and 
difficult to believe. 

It was this Committee that directed the review be undertaken in 
the first place. How can you justify not making the full report 
available to this Committee? USAID currently manages over $1.5 
billion appropriated in fiscal years 2006 and 2007 for programs in 
Iraq. At a time when effective development programs are so key, 
if you could explain to me the rationale for moving USAID’s pro- 
gram oversight personnel out of Baghdad, I would appreciate it. 

Maybe you could explain to me whether the USAID IG concurred 
with your report’s recommendation, whether they think they will 
be more effective working out of Jordan now that you took their of- 
fices away. What about the USAID Administrator? Did she concur? 
In other words, who made this decision? 

Mr. Kennedy. Madam Chairwoman, I made the recommenda- 
tion. 

Before I assumed this position I was requested by the Secretary 
of State and Ambassador Crocker — actually, when I was leaving 
my previous position at another agency and on my way back to the 
State Department I was asked to go to Iraq, review the entire staff- 
ing operation there and to make a recommendation to the Sec- 
retary as to what were the most logical balance of staff in Baghdad, 
in the region, and those positions that could be returned to Wash- 
ington because of the desire to keep the number of staff in Iraq as 
low as possible, given mission, cost and security concerns. 

Ms. Lowey. Now, just to refresh the Members’ minds, could you 
tell us about the total number of staff in Baghdad? 

Mr. Kennedy. The total number of staff in Baghdad in terms of 
all agencies is over 700. That is in Baghdad. 

Ms. Lowey. So you do not think the oversight responsibility war- 
rants more than two people on site, and you think they can func- 
tion just as well from Jordan, and if you could explain to me 
whether the USAID Administrator concurred? 
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Mr. Kennedy. Madam Chair, the program oversight people re- 
main in Baghdad. It is the auditors and the inspectors who would 
split their time between Amman, Jordan and Baghdad. 

Ms. Lowey. Maybe you can explain. Does not an inspector in- 
spect, look at the program to see what is happening? 

Mr. Kennedy. AID has in effect a two tiered system. They have 
program officers who actually run the program. 

Ms. Lowey. Correct. 

Mr. Kennedy. And then they have inspectors who come in re- 
view the program. 

Ms. Lowey. The IG, part of the IG operation. 

Mr. Kennedy. The IG. 

Ms. Lowey. And you only want two of those in Baghdad? 

Mr. Kennedy. On a rotating basis. Two would come in, review 
whatever programs they were involved with, then they would leave 
and two others would come in from the Regional Office. AID uses 
regional inspectors general extensively. For example, there is a 
large AID Regional Inspector General’s Office in Cairo, Egypt. So 
this is not something that is an unknown and untested 

Ms. Lowey. So did they concur? Did they say that is a great 
idea? 

Mr. Kennedy. No, ma’am, they did not concur. 

Ms. Lowey. Okay. And what about the USAID Administrator? 
Did she think it was a great idea, too? 

Mr. Kennedy. She accepted the report. 

Ms. Lowey. In other words, she did not think it was a great idea, 
she accepted the report. 

Okay. Let me just say this. Given the number of staff and given 
our concerns, frankly, in this Committee and the whole Congress 
about the lack of appropriate oversight, until people like Stuart 
Bowen and the IG began doing their work it took two and a half 
years, frankly, before a computer system was even put in place. 

Stuart Bowen, who is one of the, most impressive people, finally 
put that system in place. Now that the USAID IGs are assuming 
more of the responsibilities we will have to continue that discussion 
because it does not make any sense. You did say, for the record, 
that the IGs did not concur? 

Mr. Kennedy. That is correct. Yes, ma’am. 

Mrs. Lowey. Thank you very much. Mr. Wolf. 

Mr. Wolf. Thank you, Madam Chair. Thank you for your testi- 
mony. I hope and believe the committee, will support the effort 
with regard to the pay and with regard to the language. I think 
that is very, very important. I do believe the gentleman who was 
interviewed on that one news show who got up and said he did not 
want to go to Baghdad was really not very good for the foreign 
service. 

I am not sure where he is now, but he was not your best. I know 
your people have paid a tremendous price, I know they live in very 
difficult conditions, so I commit that we will do everything we can 
with regards to the pay, particularly now that the dollar is weak, 
and the language. I think you are making a very powerful point. 

Also, I have always supported, and I hope this committee does, 
too, the Embassy security issues. I think they are absolutely crit- 
ical after what we just saw took place in Serbia, after we saw the 
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young AID employee gunned down in Khartoum. These people are 
risking their lives, so I think it is important that we do that. 

I was disappointed — when I was in Baghdad, we were out in the 
region the first week of January, I took a tour of the Embassy, and 
the people never said anything about the fire problems. Then when 
I got back here there was a Washington Post story. We asked for 
a GAO investigation and then a Secretary. 

Can you bring us up to date on the Embassy in Baghdad and 
when you expect to be in with everything being certified? 

Mr. Kennedy. Yes, sir. As you know, I was sworn in this position 
formally on December 10 and had taken over informally after con- 
firmation a few days before. I have served twice in Iraq, so I am 
well aware of the situation there. 

Having been out there both for the staffing survey that the Chair 
referred to and the security survey that the Secretary also had me 
as part of a panel last October, the first thing I knew I had to do 
was to get my hands around all the issues related to the situation 
in Iraq. I have committed to dispatch, and I have dispatched, a se- 
ries of teams of professionals from the Office of Overseas Buildings 
Operations. 

These are fire marshals retired from various departments around 
the country who are experts on fire safety, electrical engineers, me- 
chanical engineers, construction engineers. We are now engaged, 
sir, in the process that we do for any new embassy building. This 
is called accreditation and inspection. 

We review every system in the building, whether it is mechan- 
ical, electrical or fire safety, and ensure that the system is in full 
working order and that the system has been built according to the 
contract specifications. So that review and inspection process is on- 
going at this moment. 

Teams are out there. The first fire inspection team was out there 
and did discover that there were a number of situations where the 
installation of fire safety equipment, sprinkler heads, alarms, and 
whatever, were not done according to the contract specifications 
and the fire code. They prepared lists. Those lists have been given 
to the contractor. 

Mr. Wolf. When do you think you will be in? 

Mr. Kennedy. Pardon me, sir? 

Mr. Wolf. When do you think you will be in the Embassy? 

Mr. Kennedy. I think we will be in the annex and the housing 
probably in April if everything goes according to plan. There is a 
second issue related to the principal building, the chancery build- 
ing itself. If I might, sir. When this building was constructed, when 
the compound was planned in early 2004, it was assumed that 
when we got to 2008 there would be certain situations on the 
ground in Iraq which clearly are not present now. 

The Commanding General of Multi National Forces, General 
Petraeus, now has an office literally feet from Ambassador Crocker. 
Ambassador Petraeus and Ambassador Crocker have discussed 
this, and, when Ambassador Crocker and the Embassy move out of 
the palace, which has to be returned to the government of Iraq, 
General Petraeus has said in order to keep going the excellent joint 
effort by the State Department and the Defense Department, the 
U.S. mission and the U.S. military forces, he and Ambassador 
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Crocker should be co-located. Ambassador Crocker and Ambassador 
Petraeus wish to remain co-located, have offices nearby, so they 
can continue that effort. 

I have dispatched a team to Baghdad, and they are out there 
now and I am waiting for their full report in consultation with 
other agencies, to figure out what changes we have to make in the 
chancery building and using the second annex building in order 
that General Petraeus and some 250 of his staff who were never 
planned to be here at this time in 2008 can remain co-located with 
Ambassador Crocker. 

So in terms of the chancery, unfortunately, sir, I cannot give you 
an answer now, but as soon as the team has come back and re- 
ported to me and the engineering work is complete I will notify 
your staff, and will be glad to come up and see you and tell you 
when Ambassador Crocker and Petraeus will continue their joint 
efforts in the chancery. 

Mr. Wolf. Okay. One other question. I know my time is up. I 
see that you are a graduate of Georgetown. I did a letter to George- 
town the other day raising the issue of the Saudi Prince who gave 
$20 million to Georgetown University. As you know, the Saudis 
have funded radical Wahhabism around the world, and fifteen peo- 
ple who were on those airplanes that killed a number of people 
from my congressional district were from Saudi Arabia. 

Does it trouble you of a Saudi Prince giving money to George- 
town University? I know the relationship that the State Depart- 
ment has with Georgetown, the number of foreign service officers. 
One, does that trouble you, and two, do any foreign service officers 
go through that center that has been funded by the Saudi Prince? 

Mr. Kennedy. Sir, on the second part I will have to get back to 
you in an answer. I have been, you know, in New York or overseas 
for most of the last couple of years except the last two where I was 
at another government agency, and so I will have to get you infor- 
mation on that. 

Speaking personally, I believe that religious freedom, tolerance 
and respect for all religions, tolerance and respect for all people 
without regard to race, creed, color, sex or national origin are very 
important to me, and I believe in the foundation of this nation. 

Therefore, I do not think that we should be involved in any way 
in any entity in the United States supporting any kind of radical 
ideology which challenges the rights of people to practice their faith 
or their beliefs as they feel appropriate. 

Mr. Wolf. Well, I appreciate your comments and completely 
agree. I think it would be very difficult for that center if it is fund- 
ed by a Prince who is connected to Wahhabism to then conduct a 
study as to the impact of Wahhabism with regard to those issues 
that you have raised. I thank the Chair for that. 

Mrs. Lowey. Mr. Schiff is next, but I am going to take the liberty 
of the Chair if you do not mind just following up because I think 
it is so important. 

You mentioned that Ambassador Crocker and General Petraeus 
like working together, correct, two feet away from each other; now 
in the Palace, correct? 

Mr. Kennedy. Yes, ma’am. 
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Mrs. Lowey. It is going to take about a year to retrofit this em- 
bassy space, I understand. Is that correct? 

Mr. Kennedy. That is an outside, worse case estimate. 

Mrs. Lowey. Outside, worst case? 

Mr. Kennedy. Yes, ma’am. 

Mrs. Lowey. Every response to my question has been over a 
year. 

Mr. Kennedy. When Ambassador Crocker moves, as I men- 
tioned, General Petraeus wants to move. General Petraeus needs 
space to process classified information. We built that embassy to 
process classified information for a limited number of people. 

I have consulted with other U.S. Government agencies, and that 
is why, Madam Chair, that the team that I just mentioned is out 
in Baghdad right now, reviewing the space, reviewing all the issues 
related to converting space from unclassified use to classified use. 

When I receive the report of this team, I will then be able to tell 
you how long it will take. We will not proceed on that, without con- 
sulting with this committee and others on that regard. 

So I need to come to you with a proposal that says, we can do 
this in this timeframe; and, as well, DOD has said that they are 
willing to fund a chunk of this effort. 

Mrs. Lowey. I bring that up, and I wanted to bring it to the com- 
mittee’s attention because I assume that you will share with us the 
number of staff that will be displaced in this compound — it would 
be USAID staff, other State Department staff, Federal agency em- 
ployees — by moving Petraeus’s group. 

I want to make it very clear. My point is not that it is not a good 
idea. But it is my understanding, and perhaps you can share with 
us the current estimate that most people are saying it will take. 
I understand it will take a year to retrofit and make this area clas- 
sified. 

So we are talking a year from now. This next year is going to 
be pretty critical, in terms of the U.S. relationships and what we 
are doing in Iraq, and what the Iraqis are or are not doing. 

So I guess maybe those who are saying we are going to be there 
for a long, long time understand what this plan is all about. But 
my colleagues, that means that the General’s staff and Crocker’s 
staff will stay at the Palace; and this Embassy compound that was 
so critical will not be able to be occupied until a one year from now. 

Mr. Kennedy. If I could, Madam Chair, it is true that Ambas- 
sador Crocker’s staff, some of them, and General Petraeus’s staff, 
will have to remain in the Palace if this plan is approved, for what- 
ever time it takes to make that space ready so that General 
Petraeus can engage in classified processing. 

That does not mean, however, two things. It does not mean, if 
the plan is approved, that there will be any civilian staff displaced 
from the new compound. There is sufficient space in the third 
building on the compound in order to move anyone who has to 
leave the chancery. 

Mrs. Lowey. By the way, if we denied the funding, would that 
accelerate the work that is being done there? It is about $30 mil- 
lion, I understand, to retrofit. 

Mr. Kennedy. That is, as I said earlier, the ballpark estimate, 
which is why I have dispatched the team out there. Because I do 
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not work on ballpark opinions. I work on specifics that I can justify 
to this committee. That is, yes, the ballpark estimate, of which 
DOD will pay a significant portion of that money. Because the 
work is being done for their benefit. 

Mrs. Lowey. How much will the Department of Defense pay for 
the retrofitting, an estimate? 

Mr. Kennedy. I would say at least half. But again, I need the 
architectural and engineering study that is now ongoing to come 
back and render its report to me. 

Secondly, Madam Chair, there are three principal office buildings 
in that compound, plus the housing. As I said to Representative 
Wolf a few minutes ago, when the fire, safety, and the other inspec- 
tions are done and I issue the Certificate of Occupancy, we would 
move into the principal annex on the compound, and we would 
move into the housing. 

Mrs. Lowey. Well, perhaps what we should do is turn to Mr. 
Schiff. 

Mr. Wolf. If the Chair would just yield, I think it is important 
that we help them to get in there as quickly as possible. Because 
we have lost some people who have been in the other facility. It is 
not protected from mortars — although the mortaring has stopped, 
to a certain degree. But I think it is important. 

Also, some of those trailers, if you have been in them, are not 
in very good condition. The space is horrible, and a lot of our people 
are suffering in a very tough environment. So I think as much as 
we can, we should help get them in to that facility, because there 
has been a tremendous expenditure of funds, whereby they can 
begin to use that facility. 

Mrs. Lowey. I just want to make it clear that based on the re- 
port of staff, who just got back from Iraq and were briefed and then 
briefed me, I was told that to retrofit and make this a classified 
building — would take about a year and costs about $30 million. So 
I just bring it to our attention, and I think we are going to need 
some additional information. 

Mr. Kennedy. You are correct, Madam Chair, that is the back 
of the envelope estimate. I always try to make sure that any num- 
ber that is discussed is broad enough to encompass all cir- 
cumstances. But we do not yet have the architectural and engineer- 
ing work done that will enable me to present you with a formal 
proposal for your review. 

Mrs. Lowey. And I hope that will include whom of the embassy 
staff, USAID people, et cetera, will be displaced, and where will 
they be relocated. I hope not all in Jordan. 

Mr. Kennedy. I can give you that answer now. No USAID staff 
will be displaced, because they occupy the principal annex building. 

There is a second annex building, and the personnel from the 
Chancery building, who were displaced by the co-location of Ambas- 
sador Crocker and General Petraeus, would move to the second 
annex; all of which are on the compound, all of which are con- 
structed according to the diplomatic security standards that have 
been presented to you. So they will all literally be on the same 
compound. They will be in either one building or another. But it 
is all the same compound and all the same security. 
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Mrs. Lowey. Thank you very much, and I am in agreement with 
Mr. Wolf. We do not want a delay, and if the reconfigurations will 
delay for about a year, then I think this is a real issue that we 
should have another discussion about. 

Mr. Kennedy. Absolutely. 

Mrs. Lowey. Mr. Schiff. 

Mr. Schiff. Thank you, Madam Chair; Ambassador, thanks for 
joining us today. I have one area that I would ask you about, and 
then I have a request I would like to make of you. 

I have been here for almost eight years now. I think the most 
important speech I have heard anyone make in those eight years 
was the speech that Secretary Gates made at Kansas State in No- 
vember of last year. 

Among the central points in his statement, he said, “Funding for 
non-military foreign affairs programs has increased since 2001, but 
it remains disproportionately small, relative to what we spend on 
the military, and to the importance of such capabilities” — half a 
trillion dollar on the Defense budget, compared to a Foreign Affairs 
budget for State that is about $36 billion less, he pointed out, than 
they spend at health care at the Pentagon. 

We have 6,600 foreign service officers. He pointed out that that 
is less than the personnel for one aircraft carrier strike group. I 
thought that was a pretty dramatic way to compare the investment 
we are making in soft power versus hard power. 

What he concluded was, “What is clear to me is that there is a 
need for a dramatic increase in spending on civilian instruments of 
national security — diplomacy, strategic communications, foreign as- 
sistance, civic action, economic reconstruction and development.” 

He pointed out not only the irony but probably the heresy of a 
Defense Secretary devoting a major address to why the State De- 
partment budget in effect needed to be dramatically increased and 
that we were disproportionately spending money on his department 
as opposed to another. 

I would assume that Secretary Rice agrees with the sentiments 
that he expressed. My question is, what kind of an increase are we 
seeing in the budget for the State Department, and the budget for 
our foreign service officers in the budget for soft power, compared 
to last year’s budget? 

If you have the Secretary of State and the Secretary of Defense 
both advocating for a dramatic re-prioritization of our expendi- 
tures, is it reflected? My guess is, it is not. If it is not, why is it 
not? That is my question, and then I have a request to make after 
you have had a chance to respond. 

Mr. Kennedy. This budget before you today, sir, does represent 
a significant amount. It does not certainly, by any means, resolve 
all the issues that the State Department has in terms of resources. 

But if I could divide that up into a couple of pieces, you find ad- 
ditional resources here. There are the 1,500 additional positions 
that the Chair referred to earlier. 

Mr. Schiff. Well, if you can start out as a threshold point of 
comparison, what is the increase in the State Department budget 
that has been requested over last year? 
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Mr. Kennedy. In the administration of foreign affairs, which are 
the operating accounts which I deal with most directly, the in- 
crease of 2009 over 2008 is $690 million. 

Mr. Schiff. What is the percentage increase in the State Depart- 
ment budget? I mean, what the Secretary talked about, it went be- 
yond merely foreign service officers. He talked about spending on 
all civilian instruments of national security diplomacy, strategic 
communications, foreign assistance, civic action, and economic re- 
construction development. 

Mr. Kennedy. The total request for the 150 account, which is all 
the elements, is about 20 percent, sir. 

Mr. Schiff. A 20 percent increase since last year? 

Mr. Kennedy. Yes, sir, which is a significant increase — when you 
break that down into the pieces I feel most comfortable responding 
about because they are in my jurisdiction, the additional funding 
that provides us the additional personnel that we need, the addi- 
tional security that we need, the ability to fund an issue which is 
coming more and more to the floor, that is the significant problem 
that we are facing because of exchange rate losses. 

Mr. Schiff. What is the comparison of the State Department 
budget from last year to this year’s budget? 

Mr. Kennedy. In last year’s budget, it was about $7.5 billion, 
and it is about a nine percent increase. This is for the operating 
accounts. 

Mr. Schiff. Well, I am asking you for the overall budget for the 
State Department. How does it compare as a percentage? What in- 
crease in the State Department budget do you have, as compared 
to last year? 

Mr. Kennedy. Nine percent. 

Mr. Schiff. Nine percent, okay — so you have a 20 percent in- 
crease in certain accounts, and a nine percent increase overall. 
That means, you have got to have decreases in other parts of the 
State Department budget. 

Mr. Kennedy. No, it is 20 percent for the entire 150 account, and 
nine percent for the State Department operating account. So the 
entire budget goes up, and the portion of it which is devoted to 
State Department operating accounts — again, sir, went from $7.5 
million to $8.2 million, a $690 million increase, which is roughly 
nine percent. 

Mr. Schiff. Thank you; let me make a request to you. One of the 
things that I am concerned about, in addition to the trajectory that 
we are on — and I think that the aircraft carrier group is a good 
metaphor, both in terms of comparing the size of our foreign serv- 
ice capability and our hard power capability. I think it is also a 
good metaphor in terms of how long it takes to turn the direction 
of that ship around. 

I am concerned also about the morale of the Department. One of 
the things that we all do in our districts, we will go out to one of 
our large employers in the District, and we will have a forum with 
the employees at a lunch hour, where they will come and they will 
share their thoughts or ask questions. 

Similarly, when we go, and I was in Baghdad a couple of months 
ago, we will sit down with the troops from our state, and it is a 
pretty free-flowing discussion, which gives us some really good in- 



405 


sight. That is not into what General Petraeus is thinking; but what 
is it like on the ground. 

The request I would like to make is, would you work with me? 
I would like to come by the State Department and sit down during 
lunchtime or time with a big group of people from the State De- 
partment and just hear their thoughts on how things are going, 
what are they dealing with, what are the pressures they are facing 
with the Department, how they think things are going. 

Would you be willing to work with me to set that up, and would 
you encourage the State Department employees to be unbridled in 
their comments? Because when I have tried this with the Justice 
Department, I have to say, they always want me to work through 
their Congressional liaison, and they do not want anyone to talk 
to me directly. 

I always say, look, they are not going to be speaking for the Jus- 
tice Department, okay? I am not going to hold anyone. But would 
you be willing to work with me and encourage people to talk? 

Mr. Kennedy. Absolutely, and I do not want you to think that 
I practice pre-selection. But we would make sure that you got a 
very, very good representative sample of Civil Service and Foreign 
Service, new, mid-grade, and senior. Sir, I would welcome that, and 
at the end of this hearing, I would be glad to talk to you or any 
staff member you want to designate as your point of contact. We 
would absolutely, positively welcome that. 

Mr. Schiff. Thank you. 

Mr. Kennedy. I will even buy your lunch. 

Mr. Schiff. You do not have to do that, but I might let you. 
Thank you very much. 

Mr. Kennedy. Thank you, sir. 

Ms. Lowey. Mr. Israel. 

Mr. Israel. Thank you, Madam Chairman. 

Mr. Secretary, I have two questions, one about the embassy and 
the other about the Civilian Stabilization Initiative. Going back to 
the embassy, what is the total number of personnel in the em- 
bassy? 

Mr. Kennedy. The total number of personnel in the embassy is 
a little over 700. 

Mr. Israel. That is diplomatic, security, operational? 

Mr. Kennedy. Those are U.S. Government employees. 

Mr. Israel. Okay. 

Mr. Kennedy. Those are U.S. Government employees in Bagh- 
dad, civilians for all agencies. 

Mr. Israel. What is the projected number of total U.S. personnel 
in the new embassy when it opens? 

Mr. Kennedy. We will have about 713 U.S. origin staff, plus we 
have a number of contractors. We have a number of foreign na- 
tional staff, about 151 foreign national staff both Iraqi and third- 
country nationals. And we have also associated with that a signifi- 
cant number of contractors, both our maintenance contractors, 
which are a couple of hundred, and our security contractors, which 
are close to 1,000 if you count both the personal security personnel 
and the staff. 

Mr. Israel. Okay, close to 2,000, very good. That is $740 million 
total cost? 
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Mr. Kennedy. No, $592 million, sir. 

Mr. Israel. All right, it is somewhere between $592 million and 
reported costs of $740 million. 

Here is my question. If you are an Iraqi translator, who has been 
serving with a Special Forces unit, and you risk your life in the 
service of that unit and the security interests of the United States 
of America, and your life has been threatened and your family’s life 
has been threatened, and you want to apply for a special immi- 
grant Visa, will you be able to apply for that Visa, have the inter- 
view, submit your paperwork, and get your Visa in that embassy; 
or will you be told that you need to go to Jordan or Lebanon or 
elsewhere to complete that process? 

Mr. Kennedy. The answer to that, sir, is I believe that you 
should be able to do that in Baghdad. 

Mr. Israel. I believe that, as well. But will you be assured of 
that? 

Mr. Kennedy. I have two points, if I may, sir. 

Mr. Israel. Yes. 

Mr. Kennedy. I am not trying to play on the words. 

Mr. Israel. Yes. 

Mr. Kennedy. The translators are receiving humanitarian roles 
under a program that that the Congress has endorsed, that we sup- 
port, that involves the Department of Homeland Security. So we 
have to make arrangements for them to participate in this. The 
Special Immigrant Visa Program is exclusively a State Department 
program. 

Many of those translators and their families have already left 
Iraq, and I do not believe that they should be required to go back 
to Iraq in order to make application. We have already taken steps 
and worked with Homeland Security and our own personnel so 
those applications can be processed. 

Mr. Israel. I am sorry, Mr. Secretary, my time is running out, 
and I want to make sure, I want to get this other question in. 

But moving forward, for those who have helped our country and 
our military and risked their lives, it is unfathomable to me, bor- 
dering on the immoral, to tell them that you have got to go to Leb- 
anon or Jordan or elsewhere, when we are building, at your esti- 
mate, a $580 million facility for 1,000 people right in Baghdad. 

I hope that you will pass on to the Secretary that there is an 
enormous amount of frustration and consternation about that fact, 
and assure us that that embassy will serve those people and they 
will not be asked to go elsewhere. 

Mr. Kennedy. I believe that they should not be required to go 
elsewhere. If they wish to go elsewhere 

Mr. Israel. If they wish to — but if they wish to go to the em- 
bassy and pick up their paperwork, and do their interview and get 
their Visa, they should not be told no, you have to go elsewhere. 
Because right now, that is what they are being told. 

Mr. Kennedy. That is because right now, we do not have the fa- 
cilities to process them, because we are not in the new compound. 

Mr. Israel. Understood, okay. 

Mr. Kennedy. But personally, I agree with you. It is something 
that I am advocating. 
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Mr. Israel. I will work very closely with you, so that we can ad- 
vocate together. 

Mr. Kennedy. I will look forward to that. 

Mr. Israel. Second issue, one of the things I do support very 
strongly is the Civilian Stabilization Initiative. Now Administrator 
Fore testified yesterday to the committee that she enthusiastically 
supports that. 

I know that there are some concerns with respect to security. 
Can you assure the subcommittee that those security concerns, 
that the protection of the civilian response cadre, will be met? 

Mr. Kennedy. The responsibility vested in the Secretary of State 
and the Chief of State under the Omnibus Diplomatic Security Act 
is absolutely clear, and it also involves obviously myself and the 
head of the Bureau of Diplomatic Security. 

We put people in harm’s way every day. But we put people in 
harm’s way within the tightest amount of protection we can pos- 
sibly generate. The plan that we have now to set up the basic corps 
includes having 24 diplomatic security agents on staff as part of 
the administration oversight development cadre. They will assem- 
ble a package. 

So when we do dispatch members of the Civilian Response Corps 
to Xanadu, they will go there within an envelope that is as safe as 
we can possibly make it. 

But I cannot give you a 100 percent guarantee. Tragically, two 
members of the State Department’s Diplomatic Security Service 
have been killed in Iraq. So when security officers themselves are 
being killed, it is impossible to give you a perfect guarantee. 

But this is part of the plan. It is part of the planning. We send 
people into harm’s way. But we do everything we can to mitigate 
that danger, so that they can carry out their mission. 

Mr. Israel. My time is expired. But I would encourage you to 
share those details with the subcommittee staff. I know that there 
is some very significant concern about the operational security in 
relationship to DOD, with respect to providing security for the ci- 
vilian response cadre. Hopefully, your assurances will be effective. 

Mr. Kennedy. John Herbst who is the designated leader for this 
project, and I will be glad to come up and see staff and discuss this 
issue, sir. 

Mr. Israel. Thank you, Madam Chair. 

Ms. Lowey. Thank you; Mr. Jackson. 

Mr. Jackson. Thank you, Madam Chair. I would be happy to 
yield the gentleman an additional minute, Mr. Israel, if he had ad- 
ditional questions. 

I had one question, Ambassador, concerning the operable func- 
tioning of the POLADs with the One Star and Two Star Generals. 
I wish you would share with the committee how this actually 
works. 

You are requesting a number of positions that have historically 
been reserved for higher ranking military personnel so that they 
can have, I guess, inter-operability with decisions made at the 
State Department. Tell the committee how this works. 

Mr. Kennedy. Yes, sir. 

Mr. Jackson. Let me just make this one point, before you go. Do 
we have a Commander-in-Chief that gives military generals and 
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advisors specific instructions to carry out sets of orders around the 
world, which obviously and by definition protect U.S. interests, but 
have the possibility of exacting U.S. force in various parts of the 
world. That is a clear line of communication. 

You have the same Commander-in-Chief who might, though that 
use of force, be communicating with the Secretary of State, very 
different but comparable policy goals and objectives on the diplo- 
matic front. 

While they work in tandem, they do not necessarily work to- 
gether as functions. Sometimes we have a carrot. Sometimes we 
have a stick. But what I am seeing in your budget proposal is that 
you seek to merge the idea of carrot and stick by having a field 
commander receive essentially advice from the Secretary of State, 
which might be fundamentally different than the advice of the 
Commander-in-Chief. If you could explain to the committee the op- 
erable function of these POLADs with the generals in the field, I 
would appreciate it. 

Mr. Kennedy. Yes, sir; let me start, if I might by, this is an ex- 
tension of a program. The State Department has political advisors 
with Four Star Generals throughout the world right now. If you 
went to CENTCOM or EUCOM, or AFRICOM, you would find 
State Department POLADs there. You would also find POLADs as- 
signed to the Office of the Chief of Staff of the Army or the Com- 
mandant of the Marine Corps. 

They are there, not to give alternate instructions, not to counter- 
mand, but to provide link and bridges and advice and information. 
Let us take that down to the next level. 

Mr. Jackson. I guess I am saying, Mr. Ambassador, that there 
might be alternate instructions, however. There might be an in- 
struction from the President of the United States to a military gen- 
eral in the field to conduct a particular military action; while at the 
same time, the possibility of a foreign service officer working with 
the State Department on the carrot side of the equation. 

Would the instruction be any different or the advice to military 
commander in the field be different from the State Department 
than that? 

Mr. Kennedy. No, sir. 

Mr. Jackson. Not at all? 

Mr. Kennedy. What the purpose of the office is, is to make infor- 
mation that the State Department has, regional expertise, cultural 
expertise. The commander is having to traverse through two em- 
bassies to provide the commander, in order for them to carry out 
their defined instructions, additional assistance and information. It 
is of assistance. It is a two-way street, but it is not, in any way, 
a command or countermanding relationship at all. 

It is to provide simply information and advice on the region of 
the world where the Command exists. An officer who has served 
in our East Asian Bureau for years and at several embassies will 
be on the staff of the Combatant Commander, specific and then 
with subordinate commands, as well. 

So it is simply there to ensure that anything that the State De- 
partment can do to assist and facilitate. This is how things work 
in Washington, where you have State and Defense working to- 
gether. 
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You all have visited embassies overseas, and you have been 
briefed by the country team, where you will see the Ambassador, 
who is the Chief of Mission, the Senior Political Officer, and the 
Defense Attache or the Military Group Commander all sitting 
around the table, exchanging information and advice. But each one 
of them have their instructions from their home agency. This is to 
provide advice, counsel, and assistance, but it in no way changes 
lines of authority. 

Mr. Jackson. My time is expired. But I do want to raise just one 
other point that you can submit for the record. 

Mr. Kennedy. Please. 

Mr. Jackson. The subcommittee staff submitted questions to 
some of us concerning the September 16th incident involving the 
Blackwater private security contractors, in which the seventeen 
Iraqis were killed. 

We understand that in the wake of the incident, the State De- 
partment has undertaken a review of all of the incidents involving 
the private security contractors in Iraq, the use of deadly force. 

We would like to know the status of that review, and what other 
incidents might have been reported, that the State Department has 
determined. But you can submit that to the Chair for the record. 

[The information follows:] 

Mr. Kennedy: On January 3, the Bureau of Diplomatic Security (DS) formed the 
Iraq Use-of-Force Review Team to identify and review all DS employee and con- 
tractor use-of-force incidents in Iraq from June 2004 through September 15, 2007. 
The team concluded its review on February 15, 2008, identifying and reviewing 484 
incidents. While the overwhelming majority of those use-of-force incidents appeared 
reasonable due to the threat environment in Iraq, DS forwarded five incidents to 
the Department of Justice for further review and action as deemed appropriate. 

Mr. Kennedy. Very good; thank you. 

Mrs. Lowey. Mr. Rothman. 

Mr. Rothman. Thank you, Madam Chairman. 

Mr. Secretary, thank you for being here and thank you for your 
service to our country all these years and in the years ahead. 

Mr. Secretary, recently a memo was sent to U.S. Ambassador 
Ryan Crocker by a former embassy senior advisor, Mr. Manual Mi- 
randa, which was quite scathing about the state of the U.S. Em- 
bassy in Baghdad’s management. 

After spending a year working at the embassy, Mr. Miranda as- 
serted that, “While Congress debated the Iraq question and wheth- 
er to commit more troops and more funds to Iraq in 2007, the em- 
bassy was largely consumed in successive internal reorganizations 
with contradictory management and policy goals.” 

Other criticisms of the embassy include: wasting taxpayer dollars 
due to “deeply entrenched bureaucracy” that fails to “think outside 
of the box,” little institutional memory; and finally, the embassy 
did not sufficiently respond to General Petraeus’s call for a civilian 
surge. 

Mr. Secretary, what is your response to such criticism? What is 
the State Department and the U.S. Embassy doing to rectify these 
problems, if you agree those problems existed or presently exist? 

Mr. Kennedy. Well, I do not think it would surprise you, sir, 
since I have served twice in Iraq and have done two other inves- 
tigations to report there, that I just totally and flatly disagree with 
everything that he says. 
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The State Department has surged. We have 557 U.S. State De- 
partment positions slated for Iraq, and we are increasing them reg- 
ularly. In Baghdad, we are already up to 454, which is an 82 per- 
cent fill rate. 

In addition to that, we have 70 State Department positions and 
70 State Department people at the regional offices; and we have 
another 318 State Department and other civilian personnel out at 
what are called the PRTs, the Provincial Response Team. So we 
have surged incredibly since I went to Iraq in 2003 on loan to the 
Defense Department. 

Mr. Rothman. As you may know, there has been some criticism 
or some suggestion — and I would be interested in your response or 
your thoughts on — that the people that the State Department had 
sent to the Embassy were not of sufficient experience or the caliber 
that the tasks required. 

Mr. Kennedy. I have seen the reports from SIGIR. But the re- 
ports I have seen from SIGIR are reports about problems in that 
regard during the Coalition Provisional Authority in 2003 and 
2004, which pre-dates the establishment of the U.S. Embassy in 
June of 2004. I will just give you an example, sir, if I might 

Mr. Rothman. Please. 

Mr. Kennedy. Normally, in an embassy, you have an Ambas- 
sador and you have a number of other senior officers serving at 
that post. It is literally ones or twos, where you ever have an Am- 
bassador and Deputies at that post who have served previously as 
Ambassadors. It is almost unheard of. 

Ambassador Crocker, number two, is an Ambassador. The Chief 
of the Economic Section is our former Ambassador to Greece. The 
Chief of our Political Ministry section is a former Ambassador. 
There are widely dispersed throughout the entire structure individ- 
uals who are former Deputy Chief of Mission. 

Mr. Rothman. So if I may, if there were problems a year ago, 
you are saying we have our A-team on the ground there now? 

Mr. Kennedy. I believe we have our A-team yes, sir. Ryan Crock- 
er has personally twisted arms. I have made telephone calls. 

Mr. Rothman. If I may, how long would you say or characterize 
that our team there has been the State Department’s A-team? 

Mr. Kennedy. I think that we have had a State Department A- 
team there since 2004, when John Negroponte went in, and the 
Deputy had just resigned as our Ambassador, to a position in Eu- 
rope, specifically to come to Iraq to be the number two, which is 
almost unheard of, as well, for someone to leave an Ambassadorial 
position during their tenure. 

Mr. Rothman. I can imagine how strongly you feel about this, 
and I get the intensity of your feelings on this subject, and I appre- 
ciate you responding to the question. 

I want to move on to another question, if I may, Madam Chair- 
man, having to do with the violent protests in Belgrade last week. 
First of all, I am very pleased that the independence of Kosovo was 
recognized, and I want to thank the Secretary and her staff for all 
that she did to support that declaration. 

I am concerned about the safety of U.S. personnel working in 
Belgrade. Under Secretary of State Nick Burns has said that Ser- 
bia has a fundamental responsibility to protect U.S. diplomats and 
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citizens. Are you comfortable that the Serbian government under- 
stands its responsibility to protect U.S personnel working in Bel- 
grade, number one; and finally, number two, is the United States 
ready in every regard to protect our personnel in the event that the 
Serbian government does not? 

Mr. Kennedy. I was the person on the phone with the post, and 
then arranged with Nick Burns and the Secretary to make those 
calls. 

The Serbian government absolutely, totally, unequivocally failed 
to carry out its responsibilities under the Vienna Convention. How- 
ever, if I might, thanks to the efforts of this committee and others 
who provided assistance to the State Department. You saw these 
terrible pictures on the screen. It looked like the building was on 
fire. It looked like it was being overrun. The answer was, thanks 
to funds made available by this committee, it never happened. 

This was an old embassy and we will be building a new one. We 
are letting the contract this year — old building downtown, no set- 
back, no real distance from the walls. The result was, though they 
got over the wall and penetrated the waiting room of the counselor 
section, thanks to funding from this committee, they never pene- 
trated the hard line. 

We, thanks to your funding, constructed hard lines. I would be 
glad to send up to the staff the pictures of the beating on the doors 
that the mob did never penetrated. We have a crumple zone. You 
know, the rooms and the buildings that are literally on the street, 
they set some of those on fire. But the fire never went into the 
building proper. 

So the efforts that we undertook with your funding and your as- 
sistance made for a wonderful TV shot. But the regional security 
officers inside did their jobs. The Marines did their jobs. 

Mr. Rothman. Are we going to prevent them from getting to the 
crumple zone, again? 

Mr. Kennedy. That requires the Government to do its job. But 
we have put in additional people to repair the doors. They did not 
penetrate the hard lines. 

Mrs. Lowey. Thank you, Mr. Rothman. 

Mr. Kirk wants to ask a couple questions. I am sorry, but we will 
have to conclude the hearing, and then Mrs. McCollum will ask 
some questions, also. Mr. Kirk wants to get in one question. Then 
Ms. McCollum is going to take the Chair and ask her questions. 
Then we will close the hearing. 

Mr. Kirk. Thank you, I have a quick thing. I hope you are still 
rolling on capacity at our embassy in Beijing. I see, for the other 
parts of this Government, the quick deployment of the Consumer 
Product Safety Commission and FDA inspectors to China is a huge 
issue. 

Building a new embassy, then maxing it out, and not being able 
to have the support for those people would be a bad, wrong deci- 
sion. I urge the department to hold old Embassy Beijing. I know 
we have some security issues there. But what Consumer Product 
Safety Commission people are doing, I do not think, is an urgent 
national security of the United States, and the old site would be 
a very good one; that is A. 



412 


B, on November 8th, 1995, the Jerusalem Embassy Act became 
law, dedicating us to moving the embassy to Jerusalem. On May 
22nd, 2000, Governor Bush said, if elected President, he would 
move the U.S. Embassy to Jerusalem; quote, in his speech, “The 
city has chosen as its capital.” 

On December 12th of last year, the President wrote a memo- 
randum to the Secretary saying, “My Administration remains com- 
mitted to beginning the process of moving the embassy.” Since this 
is your last fiscal year to present, are we rolling, or was this an 
empty commitment? 

Mr. Kennedy. Sir, the Administration is committed to beginning 
the process of moving our embassy to Jerusalem. 

Mr. Kirk. So let me nail you down. Since you leave your job on 
January 20th, 2009, what will be completed by the time your re- 
sume hits the street? 

Mr. Kennedy. Mr. Kirk, I do not know what the answer to that 
question is. The President and the Administration believe that 
moving the embassy now would complicate our ability to play a 
helpful role in ending the current violence in Israel, the West 
Bank, and Gaza. 

But the President’s commitment is there. It has been expressed, 
and the State Department is prepared to carry out the President’s 
instructions. 

Mr. Kirk. Do you have a single, tangible anything, since this is 
the last year you are in office? Is there no work plan? 

Mr. Kennedy. We are prepared to exercise and carry out our re- 
sponsibilities. When the President gives us the instructions to 
move, sir, we will move. 

Mr. Kirk. Great; I am really hoping you work with Sandy on the 
FTA and CPSC deployment. 

Mr. Kennedy. We understand that. We have been in touch with 
the people who work on this. We have been in touch with the East 
Asian and Pacific Bureau. We are in the process, and the financial 
plan for this fiscal year has been briefed initially and is pending 
at OMB to come up with new outlining on how we will spend our 
fiscal year 2008 money. Off the record, I will say that that includes 
an expansion of our capabilities in Beijing with the new annex. 

Mr. Kirk. And we are totally excited about Wuhanand 
Chungqing after that. 

Mr. Kennedy. Understood. 

Mr. Kirk. Thank you. 

Ms. McCollum [presiding]. Thank you, Under Secretary Ken- 
nedy. I want to first express my strong support for strengthening 
America’s diplomatic corps. 

One of the essential lessons we all learned from September 11th 
is that National Security in this new century requires more than 
having the best military in the world. The President is right when 
he stresses the three “Ds” — defense, diplomacy, and development, 
and we need the best military and the best diplomatic corps, and 
the best developmental capability. 

I have two questions. One is on the Civilian Stabilization Initia- 
tive. I will go through both of them and then I will await your an- 
swer. 
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The Civilian Stabilization Initiative was supported by both Sec- 
retary Rice and Secretary Gates. The $249 million requested in this 
budget is the jump start to the initiative. I can see the value in 
rapid response capacity for State, USAID, Justice, and other civil- 
ian agencies within 48 hours of a crisis anywhere in the world. My 
question is about the exit strategy for the civilian surge. 

Your testimony noted that the initial response team could be 
supplemented, if they need it, within 60 days by civilian reservists. 
But when the decision is made, who is it made by and when does 
the emergency response need to transition to a sustained mission? 
So I would like the nuts and bolts on that. 

Any event requiring a crisis response will almost certainly re- 
quire a long-term stabilization and reconstruction. So my question 
on this is, which U.S. agency will be charged with leading the long- 
term effort, and what is the role of civilian reservists in a longer- 
term effort? 

My second question, and I will give you both together, is regard- 
ing the Peace Corps. I am very concerned about the number of arti- 
cles that have appeared this month regarding statements made by 
the State Department and security officials allegedly asking Peace 
Corps volunteers and Fulbright scholars to assist in keeping tabs 
on Venezuelans and Cubans in Bolivia. 

Furthermore, I understand that the Bolivian Government has 
filed criminal charges of espionage against the U.S. Embassy offi- 
cial involved in the incident. If accurate, these reports are trou- 
bling, very troubling. 

In poll after poll conducted over the past year, the U.S. reputa- 
tion and influence around the world is at an all time low. Incidents 
like this serve to further damage our reputation, and to neutralize 
the positive, public diplomacy gains brought by Peace Corps volun- 
teers and Fulbright scholars. 

So my questions are, sir, is this report accurate? If so, did the 
official violate the Department policy with this request? If he vio- 
lated the Department policy, what action has been taken regarding 
this employee? 

What steps has the Department of State implemented to clarify 
U.S. policy to security officials conducting these briefings, to avoid 
these mistakes happening in the future, or even the appearance of 
a mistake in the future? What has been done to assure the Govern- 
ment of Bolivia that the U.S. is not asking Peace Corps and Ful- 
bright scholars to engage in surveillance and to repair the damage 
done by this incident? 

Sir, my state has many Fulbright scholars. My state also has 
many Peace Corps volunteers. The one thing that I know keeps 
them safe and they are most proud of is that they are to just do 
the important work of diplomacy. 

Mr. Kennedy. Absolutely; if I can take the second one first. The 
reports are false; absolutely totally false. Let me describe exactly 
what happened. 

The State Department’s regional security office gives safety and 
security briefings to all new arriving Peace Corps volunteers and 
to Fulbright staff, because it is the responsibility of the Chief of 
Mission to ensure the safety of personnel. So we brief them on the 
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dangers or not of living and working or volunteering in a country 
of operation. 

In the course of a briefing on safety and security, a new Assist- 
ant Regional Security Office sort of flipped the page and started to 
give the next briefing slide, so to speak. For U.S. Government em- 
ployees, we do a safety and security briefing, and then we do a 
briefing about what you do if somebody approaches you and asks 
you to provide information about the U.S. Government, and to re- 
port those. 

So yes, the person started to do the next slide, and then someone 
said, wait a minute now. This is a different group, and he stopped. 

The Bolivian Government, who has expressed its hostility to- 
wards the United States in many ways, including personal attacks 
on the U.S. Ambassador, has over-blown the situation wildly out of 
proportion. 

So there is no U.S. Government program to use Peace Corps vol- 
unteers or Fulbright scholars in any way, other than as you said. 
The volunteers do incredible work. The Fulbright Exchange indi- 
viduals do incredible work, as well. 

Ms. McCollum. Mr. Kennedy, in my opinion, that is why keep- 
ing the military transferability from people going directly from the 
military, as was floated in a previous Congress, makes things very, 
very important that we not do that. 

It was in the Senate, I believe. I could be wrong, but I think it 
was Senator McCain. It was corrected. But there was some Senate 
language at one time. So thank you for your explanation of this; 
the next question. 

Mr. Kennedy. On the Civilian Stabilization Initiative, I do not 
want to seem avoiding the question. But I truly believe that the 
exit strategy for each one of these cases will depend upon the spe- 
cific nature of the case involved. I think if there is a long-term ef- 
fort involved, it could certainly involve the Agency for International 
Development, because of their expertise in humanitarian assist- 
ance. 

It could also though involve the State Department’s Bureau of 
International Narcotics and Law Enforcement or the Department 
of Justice, if we need to build up capabilities in that regard. 

So who takes over and carries on the next step after the civilian 
stabilization issue commences, I think will depend upon the cir- 
cumstances. I can see an incredible role for the Agency for Inter- 
national Development. I can also see roles, for example, for the Bu- 
reau of International Narcotics and Law Enforcement. Because as 
I am sure you are aware, by statute, AID cannot engage in any po- 
lice or law enforcement training, and the country may well need 
that capability. 

So it will be, I think, incident-specific with the appropriate U.S. 
Government agencies taking over for the long haul, depending 
upon the capabilities that that nation needs assistance in. 

Ms. McCollum. Mr. Kennedy, I want to go back and just make 
sure that, for the record, you want to deny that this report as not 
true; and I can give you a copy of what I am looking at here in 
a second. It is dated February 8th, 2008. It is written by a Gene 
Friedman Rodosky and a Brian Ross, and I will quote from it. 
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“I was told to provide the names, addresses, and activities of any 
Venezuelan or Cuban doctors or field workers I come across during 
my time here.” 

The source was a Fulbright scholar who is identified as John Al- 
exander Van Shock, who told ABCnews.com in an interview in La 
Paz. Van Shock’s account matches that of Peace Corps members 
and staff who claimed just last July their entire group of volun- 
teers was instructed by a U.S. Embassy official to report. 

The State Department went on, and I am quoting the State De- 
partment, and it just says for the quote, “In error.” Then it goes 
on to say, “A violation of long-standing U.S. policy, which prohibits 
the use of Peace Corps Fulbright scholars for intelligence persons. 
We take this very seriously.” 

So I want to give you a chance to respond to what a Fulbright 
scholar said. I mean, this is a person who just did not “fall off the 
turnip truck” to quote my grandmother. “I was told to provide 
names and addresses of any Venezuelan or Cuban doctor that I 
came across.” It did not say “approached me.” But John says, “that 
I came across with.” 

Mr. Kennedy. Congresswoman, I have outlined what is the State 
Department policy. I have outlined what I have been advised of, 
that the safety and security briefing was given, and then the officer 
erroneously started to go into another portion of the briefing that 
we do not give to Peace Corps volunteers and Fulbrighters. 

But he started to give, you know, the second briefing, which we 
would normally give to a U.S. Government employee. We give mul- 
tiple briefings. We only give, and this is my term, the safety and 
security briefing to Peace Corps volunteers and Fulbrighters. It is 
not the policy of the State Department, it is not the policy of the 
United States Government to do this. 

Ms. McCollum. Clarify then something else. If I heard you cor- 
rectly — because I do not want to walk out of here and not be clear 
on something, in case I am asked to repeat it, sir — you said that 
another embassy staff person might be given a briefing that said, 
if someone approaches them for information, they should report 
that individual. 

Mr. Kennedy. That is right. 

Ms. McCollum. Okay, but yet, even if it was an error that it 
was given, the Fulbright scholar said, “I was told to provide the 
names and addresses and activities of any Venezuelan or Cuban 
doctors — that I came across,” which is different than someone ap- 
proaching me. 

So if you could clarify and find out what happened at that brief- 
ing and get back to the committee. 

[The information follows:] 

NOTE: Under Secretary Kennedy and Acting Assistant Secretary for the Bureau 
of Diplomatic Security, Greg Starr, provided a briefing for Representative McCollum 
on this issue on March 12, 2008. 

Mr. Kennedy. Absolutely; we will get that information to you, 
and I will be glad to have one of our senior officers at the Bureau 
of Diplomatic Security that oversees our briefings on safety and se- 
curity personally come up and give you a full outline of the situa- 
tion, absolutely. 
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Ms. McCollum. Because I know that you were not present at 
the hearing. 

Mr. Kennedy. Yes. 

Ms. McCollum. And you are only repeating what you have been 
told, to the best of your knowledge. 

Mr. Kennedy. Absolutely. 

Ms. McCollum. Okay, I want to thank you again for your time 
and your service to this country, as well as the support staff that 
you have with you. We will be having a number of questions sub- 
mitted for the record. 

This concludes today’s hearing on the fiscal year 2009 budget re- 
quest for the Department of State Operations. The Subcommittee 
on State, Foreign Operations, and Related Programs stands ad- 
journed. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#1) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Build-out for General Petraeus and Staff 

The fiscal year 2008 emergency supplemental submitted last October 
requested approximately $30 million for the “reconfiguration” of the New 
Office Building (NOB) and the Interim Office Building (IOB) at the New 
Embassy Compound (NEC). I understand that much of these 
reconfigurations are to accommodate General Petraeus and a portion of his 
staff. 

Question: 

What is the current estimate for the build-out of the NOB and the IOB? 
Answer: 


The current estimate for the build-out of the NOB is $20 million. The 


current estimate for the build-out of the IOB is $1 5 million. 
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Question: 

What is the timeline for completion of each project? 

Answer: 

If funding becomes available no later than the end of May 2008, the 
reconfiguration of the New Office Building could be completed by May 
2009, while the Interim Office Building could be completed by August 
2009. 
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Question: 

How much of the reconfiguration cost is attributable to accommodating the 
new space requirements for the military? 

Answer: 

The current estimate is that the military’s share of the cost of the NOB 
and IOB reconfiguration is $17.2 million. 
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How long will these reconfigurations delay occupancy of the office 
buildings? 


Answer: 


From the point at which funding becomes available, occupancy of the 


office buildings would be delayed between 1 2 and 1 5 months. 
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Question: 

What would happen if Congress denied funding for this purpose? Would 
this accelerate occupancy of the both the housing and office space at the 
New Embassy Compound? 

Answer: 

If Congress denies funding to reconfigure the NOB and IOB, the plans 
to expand the amount of classified space in two office buildings would not 
be able to move forward and the collocation would be adversely impacted. 
The current amount of classified workspace on the NEC is not adequate to 
support all employees from the Embassy and MNF-I who routinely process 
classified material as part of their daily work. The Embassy would have to 
parcel out the existing classified workspace in the NOB among a limited 
number of staff from the Embassy and MNF-I. The remaining staff who 
need to process classified material would have to be assigned to unclassified 
work areas in the NOB, the Unclassified Annex (NOX), and IOB, and be 
required to go to common user areas in the NOB to perform the classified 
activities that are an integral part of their work. While occupancy of the 
office space would be achieved more rapidly, this would introduce 
significant inefficiencies to operations and adversely affect efforts to achieve 
the goals of the U.S. mission in Iraq. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#2a) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

The safeguarding of our diplomatic and development personnel serving in 
Iraq and around the globe is a shared priority. You were at the center of the 
review of the Secretary of State’s Panel on Personal Protective Services last 
year after the tragic incident in Baghdad on September 16, 2007 where 17 
Iraqi civilians were killed. Now, you find yourself with the responsibility of 
implementing the recommendations for improvement of the State 
Department’s security practices in Iraq. Can you please update the 
Subcommittee on the status of the implementation of those 
recommendations? I am particularly interested in: 


• Whether a clear legal basis has been established for holding 

Department contractors operating in Iraq accountable under U.S. law? 


Answer : 

There are currently several U.S. laws under which Department 
contractors in Iraq, including private security contractors, could potentially 
be subject to prosecution by the U.S. Government. The U.S. Government 
may prosecute any U.S. national for a number of specific crimes that 
expressly apply extraterritorially, regardless of where the crime is 
committed, including torture and human trafficking. Under U.S. Special 
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Maritime and Territorial Jurisdiction, the U.S. Government can prosecute a 
broad range of crimes committed by or against a U.S, national on the 
premises of U.S. mission or military facilities or residences. The Military 
Extraterritorial Jurisdiction Act (MEJA) provides jurisdiction over 
contractors working for the Department of Defense, as well as contractors 
working for other U.S. departments or agencies “to the extent their 
employment relates to supporting the mission of the Department of Defense 
overseas.” 

The Department of State strongly supports efforts to provide greater 
legal accountability for unlawful acts its contractors may commit in Iraq. 
For several months, the Administration has been working with the Senate 
Judiciary Committee on legislation to clarify and expand extraterritorial 
coverage of U.S. criminal laws in this context. We would very much like to 
see appropriate legislation enacted as soon as possible. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#2b) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

Diplomatic Security 

The safeguarding of our diplomatic and development personnel serving in 
Iraq and around the globe is a shared priority. You were at the center of the 
review of the Secretary of State’s Panel on Personal Protective Services last 
year after the tragic incident in Baghdad on September 16, 2007, where 17 
Iraqi civilians were killed. Now, you find yourself with the responsibility of 
implementing the recommendations for improvement of the State 
Department’s security practices in Iraq. Can you please update the 
Subcommittee on the status of the implementation of those 
recommendations? I am particularly interested in: 


• The status of the recommendation to create an Embassy Joint Incident 
Review Board to review all incidents involving the use of deadly 
force which are “known or asserted to have caused injury, or death, or 
other serious consequences” 


Answer : 

The recommendation to create a Joint Incident Review Board (JIRB) 
is fully implemented. The JIRB was established in accordance with the 
Memorandum of Agreement signed by the Departments of State and 
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Defense on December 5, 2007, which drew on the recommendations of the 
Secretary of State’s Panel on Personal Protective Services in Iraq. The 
Regional Security Office (RSO) and the Multi-National Force - Iraq 
(MNF-I) Strategic Operations (STRATOPS), Chief of Contractor Policy and 
Oversight Division (CPOD), co-chair the JIRB on a quarterly basis to 
determine trends and make recommendations for improvements in 
operations of private security companies in Iraq. The JIRB first met on 
February 11, 2008, and is scheduled to meet next on April 7, 2008. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (# 2c) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

Diplomatic Security' 

The safeguarding of our diplomatic and development personnel serving in 
Iraq and around the globe is a shared priority. You were at the center of the 
review of the Secretary of State’s Panel on Personal Protective Services last 
year after the tragic incident in Baghdad on September 16, 2007, where 17 
Iraqi civilians were killed. Now, you find yourself with the responsibility of 
implementing the recommendations for improvement of the State 
Department’s security practices in Iraq. Can you please update the 
Subcommittee on the status of the implementation of those 
recommendations? I am particularly interested in: 

• Whether there is an agreement between the Department of State and 
the Department of Defense on a common set of rules for the use of 
deadly force and on commonly agreed operational procedures 
involving contracted security in Iraq, and what progress has been 
made in coordinating the movements of Department of State and 
Department of Defense private security personnel? 

Answer : 

On December 5, 2007, the Deputy Secretaries of State and Defense 
signed a Memorandum of Agreement (MOA) to improve coordination and 
accountability of their respective private security companies operating in 
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Iraq. The MOA established common principles on the rules for the use of 
force and defined movement coordination procedures. 

The Baghdad Mission Firearms Policy (MFP) was revised to reflect 
language consistent with the MOA common principles. The revised MFP 
was signed by the Deputy Chief of Mission on February 2, 2008, and is 
binding upon Embassy Private Security Contractors (PSCs); the Rules for 
the Use of Force will be formally applied to all PSCs working for agencies 
under Chief of Mission authority in Iraq. 

The Department of State successfully implemented several measures 
to enhance existing movement coordination procedures. Regional Security 
Office (RSO) personnel participate in MNF-I Strategic Operations 
(STRATOPS) daily briefings and provide data on planned moves for the 
next twenty-four (24) hours. DOS established a process to share Spot 
Reports with appropriate military elements and purchased radio 
communication systems compatible with military systems. The RSO and 
MNF-I exchanged liaison officers in their respective operations centers, 
furthering enhancing communications and coordination. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#2d) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

Diplomatic Security 

The safeguarding of our diplomatic and development personnel serving in 
Iraq and around the globe is a shared priority. You were at the center of the 
review of the Secretary of State’s Panel on Personal Protective Services last 
year after the tragic incident in Baghdad on September 16, 2007, where 1 7 
Iraqi civilians were killed. Now, you find yourself with the responsibility of 
implementing the recommendations for improvement of the State 
Department’s security practices in Iraq. Can you please update the 
Subcommittee on the status of the implementation of those 
recommendations? I am particularly interested in: 

• The Panel’s report recommended an increase of one hundred 
Diplomatic Security Service positions worldwide. I note that your 
fiscal year 2009 request includes 70 new guard positions. What about 
the other 30 positions? Were they hired in fiscal year 2008? What is 
the projected staffing shortfall in worldwide security protection at the 
end of fiscal year 2009? 

Answer : 

The Department requested 70 security and security-related positions 
in the FY-2009 budget request, which was generated prior to the Secretary’s 
Panel on Personal Protective Services last year. Therefore, the 100 security 
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positions for Iraq were not included in the FY-2009 budget request. 
However, we intend to request those 1 00 security positions at the first 
available opportunity. In the interim, the Department authorized a 
permanent increase in Baghdad staffing consistent with the staffing 
recommendations of the Secretary’s Panel on Personal Protective Services in 
Iraq. This increased staffing includes 88 Special Agents and 13 contract 
positions overseas to implement both the Panel’s recommendations and the 
December 2007 MOA with the Department of Defense. The additional 
personnel, drawn from existing resources, will provide staffing for contract 
oversight, a joint DOS-DoD investigative response unit, and other 
administrative positions. 

The Department will continue to request personnel resources, which if 
approved at the time, will meet our full staffing requirements. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#3a) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

The Commission on Smart Power notes that the Pentagon is “able to respond so 
ably to crisis because it buys more people in peacetime than are needed for daily 
peacetime operation,” It goes on to say that the Defense Department maintains ten 
percent more officers than it has jobs. This allows for ten percent of the officers to 
be unassigned or “floating” and available for training, joint exercises and detail 
assignments in other agencies. As I understand, the State Department’s fiscal year 
2009 budget request includes 500 new positions to create a similar “float” 
capability for critical languages training, professional development, and exchanges 
with other civilian and military agencies. However, this Committee approved a 
similar build-up of positions above attrition at the request of former Secretary of 
State, Colin Powell, between fiscal years 2002-2004. As I understand it, over 
1,000 positions were added for a “Diplomatic Readiness Initiative” during that 
period to allow for a segment of the staff to be unassigned but available for training 
and detail assignments to other agencies. 

• Wh y didn’t this create the necessary “float” to accomplish the readiness 
requirements for U.S. diplomatic personnel? What has happened to those 
positions? Were they diverted to meet the growing needs in Iraq and 
Afghanistan? 

• What is your c urrent global staffing deficit for operational assignments? 

• What as surance can you provide this Committee that if we approve the 
requested positions, that they will be used to provide this “float” capability and 
not used to fill current vacant positions in posts around the world? 

Answer : 

The Department enthusiastically welcomed the 1 ,069 new hires under the 
Diplomatic Readiness Initiative (DRI) from 2002-2004 and immediately put their 
skills and expertise to work around the world. The analysis and justification to 
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support DRI took place in a pre-9/1 1 environment, based on the Department’s 
requirements at that time. While we had planned to use some of the DRI positions 
to begin to build a training float, the events of 9/1 1 and changing policy priorities 
forced us to respond to immediate operational needs by diverting some DRI 
positions to new or enhanced overseas missions. In recent years, the Department 
has acted quickly to send personnel to Iraq, Afghanistan, Sudan, Libya, 
Montenegro, and other locations to establish or expand the USG presence and meet 
our diplomatic goals. 

We are doing all we that we can to meet the challenges of staffing our 268 
missions worldwide and effectively carry out the Department’s critical foreign 
policy mission. Despite our best efforts, however, the Department’s staffing needs 
exceed our current resources. Not only has the mission grown, but the number of 
language designated positions in “critical needs” languages such as Arabic and 
Chinese, some of which require two years of training to reach a basic professional 
level of proficiency, has increased 1 70% since 2001 . Workforce planning studies 
done by the Department, as well as recent reports from GAO, the Foreign Affairs 
Council, CSIS, and other groups, have highlighted the need for an adequate 
training float and acknowledged the Department’s deficit of mid-level Foreign 
Service officers due to hiring shortages in the 1990s. If approved and fully funded, 
the Department’s FY2009 request for 1543 new positions (1095 from State 
Operations Appropriations and 448 fee funded positions under the Border Security 
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Program) would significantly reduce the Department’s overall 13 percent vacancy 
rate. 

As outlined in the FY2009 Consolidated Budget Justification, the 
Department plans to use 450 of the new positions we are requesting for training, 
including 300 to support foreign language training, 75 for training at military 
institutions, and 75 to permit the Department to participate fully in the 
development of interagency National Security Professionals. These new positions 
would supplement the 500 positions currently set-aside for long-term training, 
bringing our “training float” from five percent up to around nine percent. This will 
allow the Department to fill existing overseas and domestic positions that we have 
been forced to leave vacant in recent years to allow employees to receive critical 
training or to fill other high priority positions. 
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Question : 


Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#3b) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Most of the positions requested are for enhanced language training in critical areas, 
but about 125 of the positions specifically relate to training and exchanges with the 
Department of Defense. 

• What is the rationale for requesting 50 positions to expand the number of 
Political Advisors assigned to personal staffs of U.S. military service chiefs? 

• How many advisors are currently assigned to the Department of Defense? 

• Will t he new positions continue to involve just senior State Department 
officers? To date, we have only placed senior officers into senior positions in 
the Central Command. Will you be seeking to expand this program to include 
junior FSOs as well? 

• Wh y have you requested new positions for Foreign Service personnel to 
participate in training programs at the Department of Defense War College and 
military staff colleges? How many Foreign Service Officers currently are 
enrolled at these institutions? Will these officers just receive training or will 
they also be involved in teaching? 


Answer : 

Foreign Service Officers working as Foreign Policy Advisors (POLADs) 
have long worked closely with the top levels of the U.S. military, ensuring they 
had the full benefit of the State Department’s global presence and influence to 
support U.S. national security objectives. There are currently 30 State Department 
POLADs serving at the functional commands, advising the military service chiefs, 
working with armed divisions in combat zones, and providing the State 
Department perspective at other critical military units around the world. POLADs 
are currently serving in the following locations: 
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Military Service Chief and Functional Commands 

1 . Chief of Staff, U.S. Army - Pentagon, Washington, D.C. 

2. Chief of Naval Operations, U.S. Navy - Pentagon, Washington, D.C. 

3. Commandant, U.S. Marine Corps - Pentagon, Washington, D.C. 

4. Chief of Staff, U.S. Air Force - Pentagon, Washington, D.C. 

5. U.S. Pacific Command (USPACOM) - Camp H.M. Smith, Hawaii 

6. U.S. Central Command (USCENTCOM) - MacDil 1 AFB, FL 

7. U.S. Northern Command (USNORTHCOM) - Peterson AFB, CO 

8. U.S. Southern Command (USSOUTHCOM) - Miami, FL 

9. U.S. European Command (USEUCOM) - Stuttgart, Germany 

10. U.S. Special Operations Command (USSOCOM) - MacDill AFB, FL 

11. U.S. Strategic Command (USSTRATCOM) - Offutt AFB, NE 

12. U.S. Transportation Command (USTRANSCOM)— Scott, AFB, IL 

13. U.S. Joint Forces Command/Allied Command (USJFCOM/ACT) - 
Norfolk, VA 

Iraq 

14. Multinational Corps-Iraq (MNC-I) - Baghdad, Iraq 

15. Task Force 714, Balad, Iraq 

16. Multinational Division - North (MND-N), Tikrit, Iraq 

17. Multinational Division - Center (MND-C), Baghdad, Iraq 

18. Multinational Division - Baghdad (MND-B), Baghdad, Iraq 

Afghanistan 

19. ISAF X-Afghanistan - Kabul, Afghanistan 

20. Combined Joint Task Force 82 (CJTF-82) - Bagram, Afghanistan 

Europe 

2 1 . Supreme Allied Command Europe (SACEUR) - Mons, Belgium 

22. U.S. Special Operations Command (SOCEUR), Europe, Stuttgart, 
Germany 

Middle East 

23. U.S. Naval Forces, Central Command and 5th Fleet (NAVCENT), 
Manama, Bahrain 

24. U.S. Central Command Air Forces (CENTAF), Shaw AFB, South 
Carolina, and Al-Udeid AFB, Qatar 

Africa 

25. U.S. Africa Command (USAFRICOM), Stuttgart, Germany 

26. Combined Joint Task Force Horn of Africa (CJTF-HOA) - Djibouti 
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Asia 

27. U.S. Pacific Fleet (PACFLT), Pearl Harbor, Hawaii 

28. U.S. Marine Corps Forces (MARFORPAC), Pacific, Camp H.M Smith, 
Hawaii 

Multiregional 

29. Navy Special Warfare Group, Washington, D.C. 

30. 2nd Marine Expeditionary Force (II MEF), Camp Lejeune, North Carolina 

The Department’s request for 50 additional POLAD positions in FY09 
would provide additional support to military commanders at front-line and 
operational commands throughout the world - support that the Department has 
been discussing with U.S. military commands, the military services, and the 
Department of Defense over the past several years. We have received many direct 
requests from units for POLADs that we have been unable to fill without creating 
vacancies elsewhere. If the new positions are approved, we would consult closely 
with our military counterparts to determine where the new POLADs could make 
the most significant contribution to meet the highest priority needs. Possible 
locations for new POLADS would include: 

1) Forward-based units which engage in a high level of international 
interaction; 

2) Units involved in operations that are or could be highly sensitive 
diplomatically; 

3) Senior-level commands with broad strategic responsibilities; 
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4) Specialized units which may require close cooperation on a variety of 
political, economic, developmental, countemarcotics or other civilian 
cooperation; and 

5) To support longer preparation for an assignment, and joining a unit earlier in 
its training cycle, particularly units going to combat areas. 

A key objective of POL AD expansion is to continue expanding the number of 
POLADs at the FS-1 and FS-2 level in appropriate commands and locations. 

In addition to the request for 50 new POLAD positions, the Department’s 
FY09 budget request includes 75 positions to allow for increased participation in 
military training institutions. Our workforce could benefit greatly from expanded 
opportunities at the National Defense University, the War College, and other 
programs that help build interagency understanding and facilitate a coordinated 
USG response to critical challenges. Department of Defense education programs 
offer significant cost-savings as an alternative to developing similar programs at 
State and offer the unique opportunity for State employees to experience firsthand 
the military culture, hierarchy, and mindset. There are currently 78 student slots 
and 28 details (instructor positions) for State Department personnel at military 
training institutions. The vast majority of these slots are for FS-01 or Senior 
Foreign Service employees. The 75 new positions would allow the Department to 
nearly double the number of student slots at military institutions and expand these 
educational opportunities for mid-level Foreign Service personnel. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#4) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

New Embassy Compound - Iraq 

Under Secretary Kennedy, I want to thank you for your letter of January 22 nd 
of this year regarding the commissioning and accreditation process you put 
in place for the New Embassy Compound in Baghdad. I was pleased to 
learn that in addition to the regular inspection and acceptance procedures 
conducted by the Bureau of Overseas Buildings Operations, you also 
instituted a parallel independent assessment of the work completed by First 
Kuwaiti. However, I am troubled by the lingering questions of sub-standard 
workmanship by the principal contractor, reported concerns about the safety 
and security at the New Embassy Compound, and the further delays in 
occupancy created by the follow-on construction projects at the new site. I 
am also concerned about the effect the occupancy delays are having on the 
morale of diplomatic and development personnel working in Baghdad. 

• What is the current timeline for completion of the certification 
process? 

• To date, has the process identified any significant deficiencies in the 
systems examined by your certification teams, other than the 
previously reported problems with the fire suppression system? 

• Once any deficiencies are repaired and the systems are certified, how 
long do you project it will take to begin to occupy housing on the New 
Embassy Compound? 

• Is the timeline for occupancy of the New Office Building and the 
Interim Office Building different from the timeline for housing 
occupancy? If so, why? 
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Answer : 

The Baghdad New Embassy Compound (NEC) consists of 27 
buildings — offices, housing, and support facilities - and occupies 65 acres of 
the 1 04-acre site. Changing circumstances on the ground, including 
construction material convoy issues, and skilled labor shortages led to a 
change from the original projected completion date (September 2007). 

The Department of State is focused on moving the Embassy staff in 
Baghdad into a safe, secure, and functional facility. The Bureau of Overseas 
Buildings Operations (OBO) issued a “certificate of substantial completion” 
for the Baghdad NEC on December 16, 2007. In addition, Diplomatic 
Security (DS) issued a “notice of substantial compliance” with security 
standards on December 31, 2007. However, the notice of substantial 
compliance included a punchlist and mitigation efforts for work not 
performed to security standards in certain areas. 

First Kuwaiti, the primary contractor, continues to work on the “punch 
list” - items which our inspections at the time of substantial completion 
indicated needed attention - which is now 95% complete. 
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In January 2008, the new Interim Director of OBO became aware that 
the full, standard OBO commissioning process had not been conducted for 
the NEC. He ordered that a complete review and certification by all 
construction disciplines be done with special emphasis on life safety and 
critical systems, e.g., fire protection and elevators. OBO is moving ahead 
with this rigorous verification process which has been used in the successful 
completion of 54 major projects — most of which are embassies or 
consulates. This ongoing inspection and testing process specifically 
addresses and validates whether the NEC has been built to code and contract 
specifications, and that all critical systems have been reviewed, tested, and 
certified acceptable. 

In this regard, mechanical, electrical, elevator, and technical security 
teams from OBO and DS visited post in January and February to conduct 
inspections. As deficiencies were identified by these OBO technical teams, 
the Contracting Officer directed the contractor, First Kuwaiti, to make 
corrections, which it is doing. 

As of February 28, 2008, the Department’s contracting office has not 
finally accepted the NEC project under the terms of the construction 
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contract. No project can be considered finally complete until accepted by 
the Contracting Officer. Department representatives including the 
Contracting Officer, OBO staff, and a legal adviser, will be at the Baghdad 
NEC site (March 21 - 25) to meet with First Kuwaiti’s senior management 
team, to discuss whether the facility meets all contractual requirements and 
any required remediation. OBO will also ensure that life safety systems 
meet OBO’s requirements for acceptance. After this meeting, OBO 
professionals will evaluate First Kuwaiti’s ability to satisfactorily complete 
this project and remediation, if applicable. 

Given the above, we do not yet have a firm date for NEC occupancy, 
but the inspection, testing, and remediation process is being conducted as 
expeditiously as possible in order to move our people in Baghdad into safer 
and more secure facilities. Once the critical punch list items, full buildings 
systems and life safety systems acceptance, and any other outstanding issues 
have been finalized in accordance with the OBO standard commissioning 
process, the OBO Interim Director will forward the Certificate of Occupancy 
package to the Under Secretary for Management for approval and issuance 
of the Certificate of Occupancy. The Under Secretary will sign that 
certificate only when he is assured that the buildings are safe and functional. 
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At that point, OBO can turn over the NEC to Embassy Baghdad to manage 
their transition process, including installation of computer systems and 
office equipment. 

Follow-on Projects 

The NEC was designed to meet the functional and staffing 
requirements that were identified at the beginning of the project in 
2004/2005. Requirements have changed since then, including the need to 
collocate the command elements of Multi-National Force-Iraq (MNF-I) with 
the Ambassador’s team. The Department is addressing these new 
requirements through follow-on projects, funding for which is in the FY07 
enacted supplemental, and the FY08 supplemental request. The follow-on 
projects address both office space and housing. 

For office space, the follow-on projects will fund the reconfiguration 
of offices in two buildings, the New Office Building (NOB) and the Interim 
Office Building (IOB), to provide appropriate functional space. Currently, 
reconfiguration of the NOB is projected for May 2009 completion, while the 
IOB would be completed by August 2009. Post could move into these 
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buildings after these dates. (These completion dates are predicated on 
funding being received no later than the end of May 2008). 

In order to provide additional secure housing, approximately 500 of 
the 600 staff apartments are being divided to provide double occupancy. 
The subdivision of these apartments is expected to be complete in June 
2008. (This effort is not part of the follow-on projects). 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#5) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

Private Security Contractors 

The September 16, 2007, incident involving Blackwater private security 
contractors, in which 17 Iraqis died, focused the nation’s attention on the 
role and rules of private security contractors operating in Iraq. I understand 
that in the wake of that incident the Department has undertaken a review of 
all incidents involving private security contractors in Iraq and the use of 
deadly force. 

- What is the status of that review? 

- If completed, 

o How many missions were reviewed? 

o How many use of force incidents were identified? 

o Are any of those incidents being further reviewed and, if so, 
how many? 

- What steps has the Department taken to ensure that the scope of the 
investigation into future “use of force” incidents is broad enough to ensure 
that on-the-scene information is gathered quickly and thoroughly? 

- How will the investigations into use of force incidents be coordinated with 
the military and with Iraqi Ministries of Defense and Interior to facilitate the 
sharing of information and a comprehensive investigation of all incidents? 



444 


- What is the status of the regulations on the selection, training, equipping, 
and conduct of personnel performing private security functions in Iraq and 
Afghanistan required by section 862 of the National Defense Authorization 
Act, 2008? When do you expect the regulations to be published? 

Answer : 

- The review of use-of- force incidents that occurred from June 2004 
through September 15, 2007, was completed on February 15, 2008. 

o The Review Team identified 484 use-of-force incidents 
from June 2004 through September 15, 2007. 

o Five incidents were forwarded to DOJ for further review. 

- The Baghdad Regional Security Office (RSO) established a 
dedicated Force Investigation Unit (FIU) to investigate serious incidents 
involving Chief of Mission personnel. The FIU is currently staffed with 
Diplomatic Security (DS) Special Agents and will soon be augmented by 
highly-qualified and experienced contracted investigators. DS is finalizing 
an investigative handbook that standardizes investigative policies and 
procedures, including incident scene investigations. In accordance with the 
Memorandum of Agreement (MOA) between the Departments of State and 
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Defense (dated December 5, 2007), RSO personnel conduct on-scene 
investigations, with security support from the U.S. military. 

- The investigative handbook, being finalized by Diplomatic Security, 
authorizes sharing of information with the U.S. military and the Government 
of Iraq (GOI), upon request, to the extent it does not compromise the 
integrity of the investigation and is consistent with the Privacy Act and other 
applicable laws. The MOA between the Departments of State and Defense 
(dated December 5, 2007) identifies investigative responsibilities, defines 
procedures for joint incident response and investigation, and promotes 
transparent sharing of information. The MOA also provides for joint DOS- 
DOD coordination with the GOI. 

- The Departments of State and Defense continue to actively address 
these issues. It is anticipated that DOS and DoD will be in full compliance 
with the implementation deadline set by 862 NDAA 2008. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#6) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Requirements of the National Defense Authorization Act, 2008 
Involving Private Contractors Operation in Iraq and Afghanistan. 


Question: 

Section 861 of the National Defense Authorization Act, 2008 requires the 
Secretary of Defense, the Secretary of State, and the Administrator of 
USAID to enter into a memorandum of understanding (MOU) regarding 
matters relating to contracting for contracts in both Iraq and Afghanistan. 

• What is the status of the negotiations of the MOU? 

• What is the projected timeline for the implementation of the common 
databases of contracts and contractor personnel in Iraq and 
Afghanistan required by section 861 and when do you project that the 
Committee will have access to this data? 


Answer: 

A draft MOU was developed by Department of Defense (DoD) and is 
being reviewed and cleared within the Department of State (DoS) and U.S. 
Agency for International Development. All parties agreed that the common 
database will be based on the current DoD Synchronized, Pre-Deployment 
and Operational Tracker (SPOT) system. DoS is conducting limited piloting 
of the system to ensure interfaces, training and privacy protection issues are 
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understood and resolved. DoD is working to integrate SPOT with the 
government-wide Federal Procurement Data System - Next Generation 
(FPDS-NG), the system of record for procurement information. It is 
estimated that the database might be available for testing in fall 2008. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#7a) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 

Civilian Stabilization Initiative 


The fiscal year 2009 budget requests $249 million and 351 new staff to 
establish and operate a Civilian Stabilization Initiative. This initiative is 
comprised of three components, an Active Reserve Corps of 250 persons from 
the Department of State and USAID, a Standby Response Corps of 2,000 
existing U.S. Government employees, and a Civilian Reserve Corps of 2,000 
experts drawn from positions outside the federal government. I understand that 
the objective of this initiative is to create a civilian response capacity, rather 
than a military response, to post conflict environments requiring reconstruction 
and stabilization. 

Question (a): 

Can you explain to me why this initiative is housed at the State Department and 
not USAID? Doesn’t this create a diversion from the core mission and 
mandate of the State Department’s foreign service? Shouldn’t the State 
Department play more of a policy coordinating role and not an implementation 
role? 

Answer: 


The decision to create the capabilities contained in the Civilian 
Stabilization Initiative (CSI) in State Department was made by the President 
under National Security Presidential Directive 44 issued in 2005. NSPD-44 
directs the Secretary of State to coordinate and lead integrated U.S. 
Government efforts, involving all U.S. Department and Agencies with relevant 
capabilities, to prepare, plan for, and conduct stabilization and reconstruction 
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activities. Given the Secretary of State’s direction of U.S. international 
relations and State’s institutional connection to USAID, it is natural that the 
Coordinator for Reconstruction and Stabilization should reside under her 
authority. While USAID is the U.S. Government’s premier agency in 
humanitarian and development assistance, they also face restrictions on the 
provision of assistance in the area of public security, which is so important in 
stability operations. In addition, CSI does not include specific reconstruction 
and stabilization project or program funds, emphasizing the role of S/CRS as 
one of coordination rather than implementation. USAID and other agencies 
will continue their roles in both short- and long-term implementation. Indeed, 
USAID will be a major player in stabilization and reconstruction operations. 
Roughly one-third of the new positions sought under CSI would be at USAID. 

Being part of State also gives the CSI a natural link to policymaking and 
to broader governmental authorities that might be lacking in any one agency, as 
well as to State and USAID’s diplomatic and development operations. Under 
current planning, State and USAID combined would account for 66% of the 
Active Response Corps, while other participating agencies would comprise 


34 %. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#7b) 

House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 

S/CRS 
Question (b): 

What role does USAID have in the decision making process? 

Answer: 

USAID is involved at every level of the policy coordination process for 
CSI. USAID officials co-chair the senior policy bodies, including several of the 
sub-Policy Coordinating Committees on NSPD-44 implementation and the 
Committee of the Consortium for Complex Operations. They also co-chair the 
Senior Leaders’ Roundtable, and the Interagency Counterinsurgency Initiative. 

USAID will play a key role in decision-making in all levels of an actual 
response. USAID is a member of the Country Reconstruction and Stabilization 
Group (CRSG) that recommends to the President the U.S. Government 
response to a given crisis under the procedures set out under the Interagency 
Management System (IMS), which is the framework for responding to 
reconstruction and stabilization crises. USAID staff are also expected to play 
critical roles on the CRSG Secretariat, in the Integration Planning Cell (IPC), 
and on the Advance Civilian Team (ACT) in-country. USAID also participates 
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in the Assistance Working Groups, organized by the Office of the Director of 
U.S, Foreign Assistance, which are part of the planning and budgeting process 
for reconstruction and stabilization. Additionally, USAID will carry out all 
implementation planning and decision-making for programming in its areas of 
responsibilities. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#7c) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


S/CRS 


Question (c) : 

What criteria will be used to trigger a stabilization and reconstruction 
response? Who will make that decision? Will it be the President, the Secretary 
of State? Who else will have that authority? 

Answer: 


In March 2007, the National Security Council (NSC) approved the 
Interagency Management System for Reconstruction and Stabilization, or IMS. 
The IMS is triggered for highly complex crises, which are national security 
priorities, involve widespread instability, may require military operations, and 
for which multiple U.S. agencies need to be engaged in the policy and 
programmatic response. It is not intended to respond to the political and 
humanitarian crises that are effectively handled through existing policy or 
program mechanisms. When a significant crisis occurs or begins to emerge, the 
Secretary of State may trigger the IMS process, including the deployment of 
members of the Active Response Corps or Standby Response Corps, based on 
a decision by the Principals or Deputies Committees, and in coordination with 
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the NSC. Activation of the Civilian Reserve Corps, however, would only 
occur at the direction of the President. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#7d) 

House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


S/CRS 


Question (d) : 

Even if you are successful in standing up these three response corps, DOD 
personnel and assets still will overwhelm available civilian resources. How 
will this initiative ensure that future responses are better coordinated with the 
Department of Defense? 

Answer: 

The United States Government’s Draft Planning Framework for 
Reconstruction, Stabilization, and Conflict Transformation, which has been 
approved by the Department of Defense, is intended to establish a process at 
the policy, strategy and implementation levels to integrate civilian-military 
planning. In addition, during a crisis response, the Interagency Management 
System for Reconstruction and Stabilization establishes a Country 
Reconstruction and Stabilization Group to formulate policy choices for higher 
level decisions and to oversee the implementation of those decisions. DOD sits 
in that group. The IMS also sets up civilian-military planning teams in 
Washington, at the relevant Geographic Combatant Commands, and alongside 
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a Joint Task Force in the relevant country, if one exists. These structures will 
ensure increased civilian-military harmonization in planning and operations for 
reconstruction and stabilization efforts. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#7e) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


S/CRS 
Question (e) : 

You have requested $248 million for fiscal year 2009, what are the projected 
annual costs to support and maintain the Civilian Stabilization Initiative in 
years two through five? 

Answer : 

The Civilian Stabilization Initiative (CSI) includes two types of costs: 
the costs to develop and manage the civilian capacity, and the costs to 
temporarily deploy this capacity, as needed, until other funding becomes 
available. The projected annual costs for sustaining, training and equipping the 
active, standby and reserve components of the CSI are estimated at $136 
million per year. The projected cost to temporarily cover deployment of this 
civilian capacity is estimated at $63 million, which covers up to 2 months of 
projected deployment costs. Deployments longer than 2 months would need to 
be covered under other sources, such as existing funding mechanisms or 
through supplemental funds, depending upon the nature and extent of the 
stabilization and reconstruction mission. Any funds not expended would roll 
over thereby reducing the subsequent fiscal year funding request. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#7f) 

House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


S/CRS 


Question (f) : 

How will participants in the Standby Response Corps and the Civilian Reserve 
Corps be recruited? Will members of the Standby Response Corps be 
voluntary or will they be assigned by the participating agencies? 

Answer : 

The Standby Response Corps (SRC) will be recruited from among 
participating USG agencies based on the skills expected to be needed for 
reconstruction and stabilization missions. Participation in the SRC is 
voluntary. Therefore, multiple methods will be employed to encourage the 
participation of Federal employees, including targeting experienced staff 
coming out of current reconstruction and stabilization missions, those with 
critical language skills, and those who have successfully completed the Foreign 
Service Institute’s courses on reconstruction and stabilization. 

Members of the Civilian Reserve Corps will be formally recruited 
through the USAjobs.gov website, but we also plan to seek out individuals 
with the needed skills and experience via outreach to professional associations 
and through a series of specific recruitment events. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#7g) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


S/CRS 


Question (g) : 

Both active and reserve members of the military undergo regular and extensive 
training. What training will Corps members undergo? Will they be subject to 
annual training requirements? 

Answer : 

Like the active and reserve members of the military, members of the 
Active Response Corps (ARC) will undergo at least six weeks of training per 
year and will regularly participate in a range of military and interagency 
exercises. Standby Response Corps (SRC) members will receive two weeks of 
mandatory training per year and will participate in additional training as 
available and appropriate. Members of the Civilian Reserve Corps (CRC) will 
undergo three types of training. In the first year, they will receive two to three 
weeks of orientation training followed later in the year by two weeks of annual 
training. Over each subsequent year of CRC membership, they will receive two 
weeks of annual training. Before deployment, they will also undergo mission- 
specific training for up to four weeks. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#7h) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


S/CRS 


Question (h) : 

How will the civilian reserve corps participants be recruited and screened to 
ensure that Corps members are well suited to the extraordinary demands and 
harsh environment of working in a stabilization and reconstruction setting? 

Answer : 

The Civilian Reserve Task Force, which is made up of members from 
the interagency, has developed job descriptions and stringent requirements in 
120 different skilled areas. The Office of the Coordinator for Reconstruction 
and Stabilization (S/CRS) will work closely with professional organizations 
and other representative bodies to recruit individuals who are best suited to 
such missions. During the recruitment process, applicants will go through skill- 
specific and physical screening. Once recruited, candidates will also be 
screened during orientation training to ensure they are able to meet the 
standards required in the field. Candidates may also opt out during orientation 
training if they feel they can not meet the high demands that will be required of 
Corps members. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#7i) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


S/CRS 


Question (1) : 

Will civilian reserve corps members lose their regular jobs when they are 
deployed? Or will they enjoy similar protections as the military reserve? 

Answer : 

Civilian Reserve Corps (CRC) members will be responsible for 
negotiating their federal service with their existing employers. CANADEM, 
Canada’s reserve system, which is similar to the CRC, has the same 
requirement and has met with substantial success. 

It is not possible to offer Civilian Reservists the same protections as the 
military reserve without new legislation extending protections under the 
Uniformed Services Employment and Reemployment Rights Act (USERRA) 
to CRC members. At present, focus groups and surveys conducted by 
BearingPoint in the spring of 2006 indicate that there is significant interest in 
participating in this program even without such protections. Should that not 
prove to be the case, we will seek new legislation. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#8) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


KBR and Sexual Assault 
Question a: 

What is the State Department doing to ensure that employees of taxpayer-funded 
government contracts in Iraq receive the same protections and treatment abroad as 
they do at home? 

Answer: 

The safety and security of U.S. citizens living and working overseas, 
including those employed by the U.S. government or its contractors in Iraq and 
around the world, is a major priority for the Department of State. U.S. embassies 
and consulates make regular efforts to let U.S. citizens working, living, and 
traveling overseas know that their consular staff members are available for 
assistance and to inform them of any ongoing security concerns. Such notification 
is done through outreach within the local communities and through the 
Department’s Consular Information Program, which includes Country Specific 
Information, Travel Alerts, Travel Warnings, and Warden Messages. Warden 


messages are used to inform U.S. citizens in a country about breaking events and 
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threats that can affect their personal safety abroad. They are sent out to individuals 
who have registered with the Embassy and are generally also available on the 
Embassy’s website. Information concerning the rights of and resources available 
to victims of crime abroad is also available on the Department’s website 
( www.travel.state.gov ~) and via the Office of Overseas Citizens Services at 1-888- 
407-4747. 

The Embassy/Consulate staff is available 24 hours a day to assist American 
citizens, including those working under government contracts, to obtain medical 
treatment, to explain the appropriate procedures for reporting a crime, or to contact 
family or friends in the United States. 

Question b: 

Elow does the State Department assist Americans living and working in Iraq that 
are victims of crime? Is there a specific protocol for rape and sexual assault 
investigations abroad? 

Answer: 

The Bureau of Consular Affairs, Overseas Citizens Services, is committed to 
assisting U.S. citizens who become victims of crime while traveling, working, or 
residing abroad. Consular duty personnel are available 24 hours a day, 7 days a 
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week, at embassies, consulates, and consular agencies overseas to provide 
assistance. Our consular officers are trained in how best to assist and support our 
citizens who are victims of crime abroad, where they are often far away from 
family and other sources of support and cannot avail themselves of the U.S. 
criminal justice system. Consular officers can help American crime victims with 
obtaining appropriate medical care, addressing emergency needs, obtaining 
information about the local criminal justice process, and many other issues. In 
general, consular officers must rely upon local authorities, hospitals, employers, 
families, friends or the victims themselves, to inform them that a crime has 
occurred and that a U.S. citizen needs assistance. 

Regardless of where they occur, sexual assault crimes can be difficult to 
uncover. It is often difficult for victims to come forward, particularly when the 
perpetrator is the victim’s supervisor, reporting officer, or colleague. When sexual 
assaults are reported by U.S. citizens overseas, they may be reported to the local 
authorities or to the organizations that employ the victims rather than to the U.S. 
Embassy. Although federal laws prohibiting sexual harassment apply to protect 
U.S, citizens working for U.S. companies overseas, there is no federal acquisition 
requirement that government contractors provide sexual harassment or sexual 
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assault training to their employees, such as training on the assistance available 
from consular officials overseas. The Department has made efforts to address 
these challenges in Iraq by reaching out to the companies known to the Department 
that employ U.S. citizens and encouraging them to provide a main point of contact 
with the consular staff to enhance communication; asking them to have their 
employees register with the Embassy in order to be able to receive warden 
messages; and providing information on the Department’s or the Embassy’s 
website. 

Question c : 

What is the Department’s policy for addressing American civilian contractors who 
are accused of committing crimes? 

Answer : 

Should a Department of State contractor employee be accused of serious 
misconduct, including alleged sexual misconduct, that contractor employee may be 
temporarily suspended from further work under the contract pending investigation. 
If the individual is deemed to have engaged in the misconduct, he may be 
permanently removed from the contract and his access to classified information, if 
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any, may be suspended and/or revoked as well. In many cases where a contractor 
employee has been removed from a Department contract, the contractor has 
subsequently terminated his/her employment as well. 

With regard to investigations, many crimes that are committed against U.S. 
citizens overseas, including many sexual assaults or rapes, are investigated by local 
authorities and, if a perpetrator is identified, prosecuted within the local court 
system. In many cases, only the local authorities have jurisdiction to prosecute the 
offense. However, there are cases where U.S. criminal jurisdiction will extend 
overseas: under the U.S. Special Maritime and Extraterritorial Jurisdiction (18 
U.S.C. 7), the U.S. Government can prosecute individuals for a broad range of 
felonies if they are committed by or against a U.S. national on the premises of U.S. 
diplomatic, consular, or military facilities overseas, or residences used by U.S. 
personnel assigned to those facilities. There is also a patchwork of specific 
criminal offenses under U.S. law that apply extraterritorially, such as certain 
offenses involving torture, war crimes, material support for terrorism, or drug 
offenses that impact the United States. Finally, under the Military Extraterritorial 
Jurisdiction Act (MEJA), the U.S. Government may prosecute, inter alia, DoD 



466 


contractors abroad for a broad range of felonies, as well as non-DoD contractors to 
the extent their employment relates to supporting the mission of the Department of 
Defense overseas. The Administration is working with Congress on legislation to 
expand the coverage of U.S. criminal laws so that we have the tools we need to 
hold U.S. Government employees and contractors overseas accountable where 
appropriate. 

Whether a particular matter becomes the subject of an investigation by the 
Department of State’s Bureau of Diplomatic Security (DS) overseas depends on 
the facts of the matter, the nature of the investigation, the role of other 
investigative entities, and whether the matter is brought to the attention of Embassy 
officials. DS works closely with the Department of Justice in many cases where it 
appears there is a basis for assertion of U.S. criminal jurisdiction overseas, 
including sexual assault cases. In other cases, the Department of Justice, the 
Department of Defense, or other investigative agencies will conduct an 
investigation. Responsibility for particular investigative matters is decided among 


the relevant agencies on a case by case basis. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#9) 

House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 

Avian Influenza Action Group 

Question: 

Since 2003, a highly deadly strain of avian flu began to circulate 
predominately among bird populations in south Asia. Since that time, the 
World Health Organization reports that the virus has emerged in about 60 
countries and territories. To date, the virus has killed an estimated 234 
humans. The FY2009 budget includes $2,000,000 to support the work of 
the Avian Influenza Action Group. 

What is the role of the Avian Influenza Action Group? 

Answer: 


The Avian Influenza Action Group in the Department of State coordinates 
the U.S. Government’s international activities to combat the spread of avian 
influenza and to prepare for a potentially catastrophic human pandemic. 


A pandemic as severe as that of 1918 would have devastating global social 
and economic consequences. In late 2007, the World Health Organization 
(WHO) termed it “the most feared potential public health emergency of 
international concern,” an assessment shared by security and health 
authorities around the world. WHO Director-General Margaret Chan noted 
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in January 2008, “The threat of an influenza pandemic has by no means 
diminished.” 

To deal with the threat, the White House Homeland Security Council issued 
the National Strategy for Pandemic Influenza (November 2005) and 
Implementation Plan (May 2006). The Secretary of State is responsible for 
coordination of the U.S. Government’s international response. Accordingly, 
in 2006, the Department established a new office to lead these efforts, the 
Avian Influenza Action Group, reporting directly to the Under Secretary for 
Democracy and Global Affairs. 

The Avian Influenza Action Group leads and coordinates activities 
responding to the action items assigned to the Department of State in the 
Implementation Plan. These actions are grouped under three “pillars”: 
preparedness and communication; surveillance and detection; and response 
and containment. In practical terms, these tasks involve a wide array of 
disciplines and organizational expertise involving both an interagency 
network within the U.S. Government and a global partnership of 
governments, international organizations, non-governmental organizations, 
and the private sector. 
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The Avian Influenza Action Group leads the U.S. Government’s 
engagement with, and provides administrative support to, the International 
Partnership on Avian and Pandemic Influenza. The International 
Partnership serves to elevate the issue of avian influenza and pandemic 
preparedness on national agenda; to coordinate efforts among donor and 
affected nations; to mobilize and leverage resources; to increase 
transparency in disease reporting and to improve surveillance; and to build 
local capacity to identify, contain and respond to an influenza pandemic. 
The International Partnership co-sponsored the December 2007 New Delhi 
International Ministerial Conference on Avian and Pandemic Influenza, 
which was attended by 1 1 1 governments and 29 international and regional 
organizations, including the United Nations System Influenza Coordinator, 
WHO, the Food and Agriculture Organization, and the World Organization 
for Animal Health. 

Question: 

When was it established? 

Answer: 

The Avian Influenza Action Group was established by the Under Secretary 
for Democracy and Global Affairs on March 13, 2006. 
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Question: 

Who are its members, and who chairs the Group? 

Answer: 


The office has a staff of 18, and includes current and retired Foreign Service 
Officers as well as liaison professionals from the Department of Health and 
Human Services (HHS), the Department of Agriculture (USDA), and the 
U.S. Agency for International Development (USAID). It is headed by the 
Department of State’s Special Representative on Avian and Pandemic 
Influenza, Senior Foreign Service Officer and former Ambassador John E. 
Lange. 

Question: 

In fiscal year 2008, this Committee appropriated $115 million to USAID for 
programs to combat avian influenza. To what extent are the global health 
experts at USAID involved in the work of the Group? 

Answer: 


Professional staff members provided by other departments and 
agencies, including a public health expert from USAID, work in the Avian 
Influenza Action Group. 


To ensure that U.S. Government international policies and programs 
are coordinated, the Under Secretary for Democracy and Global Affairs 
chairs a monthly assistant-secretary level interagency meeting and the 
Special Representative on Avian and Pandemic Influenza chairs a weekly 
meeting. The Homeland Security Council, the National Security Council, 



471 


and over half a dozen U.S. Government departments and agencies, including 
USAID, attend these meetings. 

In addition, U.S. delegations to the major international conferences 
sponsored by the International Partnership on Avian and Pandemic Influenza 
have included representatives of several U.S. Government departments and 
agencies, including USAID. 

Question: 

How will the $2,000,000 be used? 

Answer: 

Since its establishment, the Avian Influenza Action Group has 
operated using supplemental funding for Diplomatic & Consular Programs 
provided under Public Law 109-148 under the FY 2006 Defense and 
Emergency Supplemental Appropriations Bill. The Department of State has 
devoted approximately $6,000,000 to the creation and funding of the Avian 
Influenza Action Group in order to lead and coordinate international efforts 
to combat the spread of avian influenza and to prepare for a possible 
pandemic; to support the International Partnership on Avian and Pandemic 
Influenza; and to execute various public diplomacy and outreach initiatives. 
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For the FY 2008 budget for the Department of State and Other 
International Programs, the Office of Management and Budget cited the 
establishment of the Avian Influenza Action Group and its work in 
coordinating U.S. Government international assistance (pledges of which 
now total $629 million) as one of the major accomplishments of the 
Department of State since 2001. 

In FY 2009, the requested funds will be used to support the operations 
of the small but highly efficient Avian Influenza Action Group as it 
continues to carry out its mission in the face of a potential pandemic. The 
main elements of expenses can be broken into the following categories: staff 
salaries; administrative support (computers, phones, supplies); and travel to 


international conferences and other events. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Chairwoman Nita Lowey (#10) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

Visa and Passport Security Initiative 

In last year’s report, this Committee urged the Department to more 
aggressively implement the Visa and Passport Security Strategic Plan 
submitted to the Congress in December, 2006. The plan’s objective is to 
target and disrupt individuals and organizations that attempt to compromise 
the integrity of U.S. travel documents. The early results of the plan, which 
has led to 1,983 arrests for visa, passport, and document fraud and to the 
refusal or revocation of 6,455 visas, are encouraging. The fiscal year 2009 
budget proposes to implement the strategic plan over the next three years. 

- How much funding is requested for year one implementation? 

- How many investigators and special agents will that funding support? 

- What are the projected implementation costs for years two and three? 

- When fraud is detected and arrests are made, who does the prosecution? 

- How many overseas criminal investigators did you support in fiscal year 
2006? How many were added in 2007 and are projected for 2008? 


- What are the criteria used to select the countries in which the new 
positions will be placed? 
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Answer : 

- A total of $92,552,000 is being requested in FY-2009. Funding of 
$75,750,000 is being requested to implement the strategic plan through the 
Worldwide Security Protection (WSP) appropriation. Additionally, in the 
Border Security Program, $ 1 6,802,000 is being requested to support 
domestic efforts enhancing the ability to investigate passport and visa fraud. 

- This WSP funding will provide 50 overseas agents and 69 overseas 
Foreign Service National Investigators (FSN/Is). Domestically the WSP 
will provide 20 domestic agents investigators and 60 non agent investigative 
support personnel. Funding provided in the Border Security Program will 
provide 63 domestic agents investigators and 37 non agent investigative 
support personnel. 

- Projected cost for the second and third phase of the Visa Passport 
Security Plan implementation plan is still being finalized but will continue to 
build a robust overseas and domestic program which will safeguard the 
integrity of U.S. travel documents. It is anticipated that the cost for the 
second and third phase of the plan will range from $ 140,000,000 to 



475 


$160,000,000 for each phase to provide additional personnel and non 
personnel resources, 

- As noted above, since 2004, investigations conducted by the 
Assistant Regional Security Officer - Investigators (ARSO-I) and their 
locally engaged staff have resulted in 1,983 arrests for visa, passport, and 
document fraud overseas and to the refusal or revocation of 6,455 visas. 
These arrests and any associated prosecutions are undertaken by local law 
enforcement and judiciary authorities in accordance with host country laws. 
ARSO-Is provide the critical link between the Embassy’s Fraud Prevention 
Unit and local law enforcement and facilitate joint investigations that lead to 
the local arrests and prosecutions. 

- DS established 25 ARSO-I positions as of FY-2006. Using a 
combination of funding mechanisms, an additional eight (8) positions were 
established in FY-2007 and seventeen (17) more are being added this fiscal 
year. By the end of FY-2008, DS will have 50 ARSO-I positions located in 


48 overseas missions. 
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- The selection of posts for deployment of ARSO-I positions is based 
on both qualitative and quantitative criteria. For example, DS evaluates the 
Department’s Security Environment Threat List and the Department’s Office 
of the Coordinator for Counterterrorism Tier List to form a list of countries 
considered to have a nexus to terrorism. Similarly, DS analysts located at 
the Human Smuggling and Trafficking Center provide input regarding 
known human smuggling and trafficking routes. DS correlates these results 
against more quantitative data, such as the volume of visa adjudications and 
refusal rates from individual posts, to establish a list of posts that conform to 
the strategic plan’s goals and objectives. Final post selection is coordinated 
with the Bureau of Consular Affairs prior to the initiation of the NSDD-38 
process to establish the new positions overseas. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#1) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

What security upgrades had been done to the US Embassy in Belgrade prior to the 
recent attack by rioters? Has the Department conducted a damage assessment of 
the structure? What are the costs associated with the damage? 

Will there be changes to the current operating procedures regarding security of our 
embassies as a result of this incident? 

Answer: 


Prior to the recent attack of the U.S. Embassy in Belgrade by rioters, various 
technical and physical security program upgrades had occurred. They included 
installation of shatter resistant window film (SRWF), pedestrian and vehicle gates 
and barriers, forced entry ballistic resistant (FEBR) doors and windows, 
construction of guard booths and access control facilities (PAC & CAC), perimeter 
fence at the rear of the Chancery, upgrades to the Imminent Danger Notification 
System (IDNS), and lock upgrades. 


A joint Diplomatic Security (DS) and Overseas Buildings Operations (OBO) 


physical security team conducted a damage assessment, and, although post’s 
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perimeter was breached, the interior hard-line remained intact and was not 
compromised. The team facilitated field expedient repairs by welding steel plates 
to areas where FEBR glass was damaged and in need of replacement, ordered 
FEBR replacement glazing and doors, permanently blocked window passages that 
were deemed vulnerable and/or breached during the recent riot, installed additional 
fencing incorporating razor wire to areas deemed accessible, and replaced exterior 
lighting. The DS technical security program has replaced, or is in the process of 
replacing, six closed-circuit television cameras (CCTVs) and one package x-ray 
inspection unit. The following items were damaged and require replacement: 

• 12 FEBR windows 

• FEBR doors (still under assessment) 

• Approximately 30 FE grills (being replaced by steel plates with concrete 

inserts) 

• 5 air conditioning units 

• 10 high intensity flood lights (being replaced and moved to a higher 
location) 

• Fire damage to the old USIS building (front portion) and structural integrity 


requires a more detailed assessment 
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The total estimated damage cost to date is $228,000. This includes 
approximately $150,000 in emergency repair requirements to facilitate 
repair/replacement of physical security equipment and $78,000 in technical 
security equipment and expenses. OBO’s structural costs are unknown at this time 
but will be determined after the scope of work is completed. 

DS is constantly reviewing its operating procedures regarding security 
practices to stay current with world events and changing threats. We are presently 
reviewing our operating procedures in Belgrade based on this incident. As is 
customary, we will follow up with an analysis of the specific details leading up to, 
during, and after the attack to develop lessons learned guidance for other U.S. 
Diplomatic missions abroad. 



480 


Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#2) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question: 

The State Department’s work in stabilization & reconstruction is a key task 
in the wars in Iraq and Afghanistan. The Secretary of Defense and the 
Chairman of the Joint Chiefs of Staff have both publicly stated their support 
for an increased number of State Department and USAID personnel in order 
to boost the capacity of the United States in assisting other nations in 
political and economic development and to complement the military’s 
security work. The President’s Request includes an-increase of 1,543 State 
Department positions and 351 of those positions are for the State 
Department’s Civilian Stabilization Initiative. Is that number adequate 
taking into account the importance of our political and economic 
stabilization and reconstruction in Iraq, Afghanistan, and elsewhere around 
the globe, as well as the calls for support from the Defense Department’s top 
civilian and military leadership? 

Should this function reside outside of the State Department? For example, 
should it be its own specialized agency (like the Federal Emergency 
Management Agency) or should it be integrated into the National Security 
Council structure? 

Answer: 


The Civilian Stabilization Initiative (CSI) is designed to enable the 
State Department, with the support of USAID and the other civilian 
agencies, to build a rapid civilian response corps to protect our national 
security interest in failed or failing states. The key to the CSI is not just the 
numbers, but the ability to deploy people quickly, to find the needed skills in 
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and outside of government, to plan jointly with the military and other 
civilian agencies, and to leverage U.S. civilian capacity by partnering with 
the U.S. military, host nation authorities, international partners, international 
organizations, and NGOs. While the CSI is asking for only 351 FTEs, if 
fully funded, it will enable us to create a civilian response capability 
composed of a 250-person Active Response Corps, a 2000-person Standby 
Response Corps, and a 2000-person Civilian Response Corps. These 
combined elements would make it possible for us to deploy as many as 1200 
skilled, trained and equipped experts to a crisis zone within two months of a 
decision. CSI personnel are lending their expertise to numerous active 
reconstruction and stabilization efforts, but the bulk of ongoing efforts Iraq, 
Afghanistan, and peacekeeping operations are funded separately from CSI. 

Housing the CSI in an existing U.S. government institution will allow 
it to draw on the resources and competencies of that institution. Given the 
Secretary of State’s direction of U.S. international relations, and State’s 
institutional connection to USAID, it is natural that the Coordinator for 
Reconstruction and Stabilization should reside under her authority. Being 
part of State will give the CSI a natural link to policymaking as well as to 
development and diplomatic operations. The CSI both builds on and 
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enhances the evolving transformational and expeditionary focus of the State 
Department’s operations. This underscores why the President asked State to 
take on this role in NSPD-44. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#3a) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

The President’s Fiscal Year 2008 supplemental request includes $160 million for 
housing construction on the U.S. Embassy in Kabul, Afghanistan. This represents 
an increase of 73 percent above the $228 million already appropriated for the 
Kabul embassy. Has the Department concluded that permanent housing is 
preferable to housing in temporary trailers? 


Answer : 

Yes; permanent housing in apartments has been an enormous improvement 
over trailer or “hooch” housing. The temporary trailers do not provide blast 
protection for the occupants while the existing permanent staff housing is blast 
resistant. Morale has suffered at post due to this housing disparity. The new 
housing will be built to blast resistant standards. 

Question 

How and when did it become known to the Department that the initial plan for 
secure housing was insufficient? 

Answer: 

Construction of the current permanent housing began in 2004. Since then. 
Embassy Kabul has grown rapidly and its staff now exceeds original projections. 
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With these staffing increases and new security requirements, it became evident that 
the initial plan was insufficient. The planned addition of 220 apartments and 80 
temporary duty quarters is needed to provide secure housing for the right-sized 
staff numbers projected through Fiscal Year 2012. 

Question: 

What is the construction timeline for this project and when would occupancy 
occur? 

Answer; 

Assuming funds are available in Fiscal Year 2008, the first part of housing 
construction will take place between June 2009 and July 2011. The second phase 
of construction will take place between July 2011 and April 201 4. The housing 
must be built in phases since almost all available land is currently occupied with 


temporary structures. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#3b) 

House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 

Question 

What is the near-term and long-term staffing plan for the U.S. Embassy in Kabul, 
Afghanistan? 

Answer: 


The current staffing level for Kabul consists of 307 U.S. direct-hire desk 
positions; 11 U.S. non-desk positions; 315 Locally-Engaged Staff desk positions; 
and 177 Locally-Engaged Staff non-desk positions for a total of 810. 


The most current estimate for long-term staffing in Kabul through 2012 is as 
follows: 368 U.S. direct-hire desk positions; 1 1 U.S. non-desk positions; 360 
Locally-Engaged Staff desk positions and 163 Locally-Engaged Staff non-desk 
positions for a total of 902. 


Question 

Are all U.S. Government agencies operating under Chief of Mission authority 
contributing to the costs of constructing permanent housing and for the overhead 
management costs associated with ICASS? 
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Answer: 

In the case of the housing request for Afghanistan, agencies other than the 
Department of State are not contributing to the costs of constructing these 
permanent residential facilities. However, staff posted abroad from agencies under 
Chief of Mission authority are counted in Capital Security Cost Sharing 
calculations, and their agencies are charged appropriately on an annual basis. 

All agencies operating under Chief of Mission authority contribute to 
International Cooperative Administrative Support Services with the exception of 
the cost of the Local Guard Program which has been covered under a 
Supplemental. All agencies have been advised to budget for this additional cost in 
their Fiscal Year 2009 budgets. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Ranking Member Frank Wolf (#4) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

Baghdad Embassy, Safety and Security Concerns : On January 12 th of this 
year, the Washington Post ran an article entitled the “ Baghdad Embassy 
Called a Fire Risk. ” I sent a letter to Secretary Rice requesting that she 
initiate her own investigation into the safety of the compound. What is the 
status of the Department’s review? 

Are there any life and safety concerns associated with the construction of 
this embassy? If so, how would the Department propose to rectify them? 

What is the anticipated date of occupancy? 

Answer : 

The Baghdad New Embassy Compound (NEC) consists of 26 
buildings - offices, housing, and support facilities - and occupies 65 acres of 
the 104-acre site. Changing circumstances on the ground, including 
construction material convoy issues, and skilled labor shortages led to a 
change from the original projected completion date (September 2007). 


The Department of State is focused on moving the Embassy staff in 
Baghdad into a safe, secure, and functional facility. The Bureau of Overseas 
Buildings Operations (OBO) issued a “certificate of substantial completion” 
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for the Baghdad NEC on December 16, 2007. In addition, Diplomatic 
Security (DS) issued a “notice of substantial compliance” with security 
standards on December 31, 2007. However, the notice of substantial 
compliance included a punchlist and mitigation efforts for work not 
performed to security standards in certain areas. 

First Kuwaiti, the primary contractor, continues to work on the “punch 
list” - items which our inspections at the time of substantial completion 
indicated needed attention - which is now 95% complete. 

In January 2008, the new Interim Director of OBO became aware that 
the full, standard OBO commissioning process had not been conducted for 
the NEC. He ordered that a complete review and certification by all 
construction disciplines be done with special emphasis on life safety and 
critical systems, e.g., fire protection and elevators. OBO is moving ahead 
with this rigorous verification process which has been used in the successful 
completion of 55 major projects - most of which are embassies or 
consulates. This ongoing inspection and testing process specifically 


addresses and validates whether the NEC has been built to code and contract 
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specifications, and that all critical systems have been reviewed, tested, and 
certified acceptable. 

In this regard, mechanical, electrical, elevator, and technical security 
teams from OBO and DS visited post in January and February to conduct 
inspections. As deficiencies were identified by these OBO technical teams, 
the Contracting Officer directed the contractor. First Kuwaiti, to make 
corrections, which it is doing. 

At this time, the Department’s contracting office has not finally 
accepted the NEC project under the terms of the construction contract. No 
project can be considered finally complete until accepted by the Contracting 
Officer. From March 21 - 25, Department representatives including the 
Contracting Officer, OBO staff, and a legal adviser, will be at the Baghdad 
NEC site to meet with First Kuwaiti’s senior management team, to discuss 
whether the facility meets all contractual requirements and any required 
remediation. OBO will also ensure that life safety systems meet OBO’s 
requirements for acceptance. After this meeting, OBO professionals will be 
better able to evaluate First Kuwaiti’s ability to satisfactorily complete this 


project. 
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Given the above, we do not have a firm date at this point for NEC 
occupancy, but the inspection and testing process is being conducted as 
expeditiously as possible in order to move our people in Baghdad into safer 
and more secure facilities. Once the critical punch list items, full buildings 
systems and life safety systems acceptance, and any other outstanding issues 
have been finalized in accordance with the OBO standard commissioning 
process, the OBO Interim Director will forward the Certificate of Occupancy 
package to the Under Secretary for Management for approval and issuance 
of the certificate. The Under Secretary will sign that certificate only when 
he is assured that the buildings are safe and functional. At that point, OBO 
can turn over the NEC to Embassy Baghdad to manage their transition 
process, including installation of computer systems and office equipment. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#5a) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Housing 

Question 


The Department has requested $75 million for temporary housing for 
Baghdad embassy personnel including a new trailer complex, and the costs 
associated with doubling the occupancy of the housing units already 
constructed. Is the Department using different criteria for providing secure 
housing in Kabul and Baghdad? Why has the Department planned to build 
permanent housing in Afghanistan and not in Baghdad? 

Answer: 


The Department always strives to provide secure housing for its 
employees whether in Kabul, Baghdad, or elsewhere. While housing plans 
in each post differ, all are designed with security in mind. The nature of the 
conflict and the security situation is different in each location cited in the 
Committee’s question. Decisions about what type of housing to erect are 
driven by the nature of the mission and the time frame in which housing 
needs must be met. 


The long-term development needs of Afghanistan and that country’s 


critical role in the Global War on Terror dictate a staffing level that is 
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unlikely to diminish significantly in the years ahead. The security situation 
in Kabul - though dangerous - is less threatening to American interests than 
that in Iraq. The USG effort to support a strong and stable Afghanistan, the 
staffing and thus the housing needs for U.S. Government employees 
required a different type of solution than that in Iraq. 

In Iraq, there was a critical need to “ramp up” staffing after NEC 
construction was well underway to: meet the operating requirements of the 
Embassy; make the Compound self-reliant in lieu of using local hire Iraqis; 
and provide support to the security and development functions of the U.S. 
presence. The housing solution chosen - trailers that can be adapted quickly 
to the available site - meets the need. As the U.S. support for Iraq evolves, 
it is envisioned that the requirement the current request is designed to meet 
will diminish over time and the trailers would be eventually removed. 
However, in the overall security context of the Baghdad compound, these 
housing units will provide adequate security for their occupants at currently 


envisioned threat levels. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#5b) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Housing 

Question 

Is it more efficient and secure to house people in trailers, add a separate 
energy generation and water system to operate these trailers, and build 
overhead protection above the roof of these trailers? 


Answer: 


All housing on the NEC will be more secure than that 
afforded currently at the Palace Compound. In an effort to transition 
to the NEC, and in particular to provide secure living quarters for all 
Embassy staff, the decision was made to install trailers as the most 
timely solution to meeting the requirement. All of the solutions to 
house “overflow” personnel would require additional and separate 
energy generation, and water and sewerage systems so as not to 
overburden the NEC systems. Due to the nature of the threat that we 
have experienced in Iraq, overhead cover is an essential element of 
protection for these housing units. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#5c) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Housing 

Question 

What are the comparison cost estimates for building permanent, hardened 
facilities for the “overflow” personnel in Baghdad as opposed to 
“temporary” facilities? Please provide for the record the timing, cost, and 
security comparisons between permanent and “temporary” facilities? 

Answer: 


This is a summary of the estimated cost and schedule for various 
housing options in the Baghdad East End Camp. 


Option 1: Stacked Trailers; $88.6M; estimated 12 months for construction 
Double stacked trailers with bathroom 

• 400 single occupancy trailers; 1 3 square meters each. 

• 150 double occupancy trailers; 13 square meters each. 

• Includes required blast mitigation strategies. 

• Overhead pre-detonation and fragmentation layer. 

• No chemical or biological attack protection. 
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• Includes furniture. 

Option 2: Hotel Style; $85. 8M; estimated 22.5 months for construction 

One building built to blast standards designed to house 550 bedrooms 
(700 bedrooms is $102M) 

• Single rooms; 19 square meters. 

• With bathroom, no kitchen. 

• Includes chemical and biological attack protection. 

• Forced Entry/Ballistic Resistant windows and doors. 

• Includes furniture. 

Option 3: Townhouse Style; $133M; estimated 24 months for construction 
Twenty-nine (29) buildings built to meet blast requirement. 

• 696 single occupancy units; 19 square meter units each with 

bathroom. 

• Overhead pre-detonation and fragmentation layer. 

• No windows - one row of acrylic block. 

• No chemical or biological attack protection. 

• 


Includes furniture. 
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Option 4: Single NEC Suites; $179M; estimated 36 months for construction 
Four (4) buildings built to blast standards: 

• 700 single occupancy units; 41.3 square meter units each with 
bedroom, bath and kitchenette. 

• Includes protection from chemical and biological attack. 

• Forced Entry/Ballistic Resistant windows and doors. 

• Includes furniture. 

Option 5: One and Two Bedroom NEC Suites; $167M; estimated 36 months 
for construction 

Four (4) buildings built to blast standards: 

• 1 00 single occupancy units; 74.3 square meters; with bath, 
kitchen, living room and dining room. 

• 300 double occupancy units; 74.3 square meters with shared 
living room, shared bath and shared kitchen area. 

• Includes protection from chemical and biological attack. 

• Forced Entry/Ballistic Resistant windows and doors. 


Includes furniture. 



497 


Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#5d) 

House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 

Housing 

Question 

What is the definition the State Department is using for “temporary” versus 
“permanent” in regard to housing? 

Answer: 


Housing on the East End Camp is intended to provide secure housing 
for Third Country Nationals (TCNs) working in the Embassy in lieu of local 
hire Iraqis whose employment at this time would put them and their families 
at risk as well as U.S. Government employees on temporary duty status. In 
addition, employees of the Operations and Maintenance (O and M) 
contractor will be housed there for only as long as they are needed to meet 
Embassy operating requirements unique to Baghdad for security, and to 
maintain the Embassy’s self-sufficiency in the existing environment. The 
requirement is not seen as permanent though it is now critical. Both 
temporary housing, which can be mobilized and demobilized relatively 
quickly, and permanent housing, which would take somewhat longer to 
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construct and which might be sold or destroyed when no longer needed, 
would meet the requirement. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#6) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


USAID and other USG properties 
Question : 


In 2003/2004, the USAID contracted to have 87 permanent housing villas 
constructed in Baghdad on land that is not owned by the US government. 
With the construction of the new embassy the plan is for all personnel under 
Chief of Mission Authority to reside at the embassy. When occupancy is 
granted, what will happen to the 87 villas that this Committee paid for? 

Answer: 


Under current plans, the USAID staff will transition to office space in 
the New Office Annex at the NEC and into the new housing on the NEC. 
The former USAID housing will then be used for the Inspector 
General/USAID staff and for Chief of Mission staff who operate in or near 
to the International Zone but whose offices are not on the NEC. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#7) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Diplomatic Relationship with Iraq and USG Property 
Question: 

We understand that negotiations are beginning as to the future relationship 
between the United States and the Iraqi governments. What is the United 
States position with regard to the properties occupied by U.S. government 
agencies under Chief of Mission Authority? 

Answer: 


The Agreement on Diplomatic and Consular Property Between the 
United States Government and the Iraqi Interim Government, signed on 
October 3 1 st , 2004, regulates the occupancy terms and conditions of the 
properties in Iraq used by U.S. government agencies under COM authority. 
As stated in the Agreement, the U.S. is using these properties “to support its 
diplomatic mission and assist in the reconstruction of Iraq”. 


The U.S. plans to return the Embassy Annex Compound once an 
orderly and secure transition to the NEC by Embassy staff and those MNF-I 
staff supporting the Commanding General has been completed, and the 
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remaining MNF-I personnel currently working in the Annex have moved to 
other locations. Other properties in Baghdad now being used by COM 
personnel will be returned in consultation with Iraqi authorities, once they 
are no longer required to support the activities of the U.S. mission in Iraq. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#8) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question : 

The Fiscal Year 2009 budget request includes $35.8 million to support the first 
step of transition to a performance-based pay system and global rate of pay for 
Foreign Service personnel grade FS-01 and below. I am supportive of steps our 
Committee can take to ensure the State Department and USAID can recruit and 
retain the most qualified men and women for the Foreign Service. 

• What is the Department doing to ensure passage of this authorization 
language? When do you anticipate passage? In other words, how necessary is 
the funding request for FY 2009? 

• What are t he annual costs associated with this change in pay status? What are 
the annual costs for FY 2009 and beyond? 

• How many of the new 1 ,500 plus positions requested in the FY 2009 budget 
would receive this new pay for performance benefit? 

• What p riority has the Secretary given to this request for 2009? 

Answer : 

The nation’s foreign policy goals are best served when we have the very best 
overseas carrying out our policies. Foreign Service Compensation Reform is 
crucial to maintaining the level of highest quality personnel serving around the 
world and is a critical management priority for the Department. Senior 
Department officials, including the Secretary, are working hard with both 
Members and staff to get it passed this year. 

The Department’s compensation system is increasingly hampered by a 
growing financial disincentive to serve abroad, the unintended consequence of the 
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introduction of locality-based comparability payments (locality pay) in 1990. The 
State Department needs a modem pay system that ensures parity in basic pay 
whether Foreign Service employees are on domestic or foreign assignments, 
particularly given the challenges of overseas service in the current security 
environment. 

The Department’s legislative proposal to address this inequity, entitled 
Foreign Service Compensation Reform, formed the centerpiece of the OMB- 
approved FY08-09 Authorization package forwarded to Congress in May 2007. 
Under the proposed reforms, the Department would phase in a single, worldwide 
pay rate, including the Washington, D.C. locality pay rate, for Foreign Service 
members at the FS-01 grade and below and unite all Foreign Service members 
under a performance-based pay system. 

The cost of implementing Foreign Service Compensation Reform grows 
each year as the Washington, D.C. locality rate rises. If enacted in 2008, all 
Foreign Service employees (FS-01 and below) assigned outside of the United 
States would receive a base salary increase of around 9 percent in April 2009. The 
second phase of the reform would take place in April 2010, when all Foreign 
Service employees, including the approximately 800 new Foreign Service 
positions requested in the 2009 budget, would be transferred to the worldwide rate 
of pay based on the Washington locality pay rate. We estimate that the costs of 
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implementing this program across all State Department programs would be $61 
million in FY 2009, $187 million in FY 2010, and $256 million in FY 2011. The 
costs to the Diplomatic and Consular Affairs appropriation alone would be $35.8 
million in FY 2009, $151 million in FY 2010, and $207 million in FY 2011. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#9) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Enhancements to Border Security Program Requested as Direct-funded 
versus fee-funded 


Question : 

The 9/1 1 highjackers used legitimate travel documents to gain entry to the 
United States, and then to get onto planes to attack the Twin Towers in New 
York and the Pentagon here in Arlington, Virginia. The need for secure 
passport and visa travel documentation is extremely important to the security 
of this country. All passport and visa costs, included security, are funded on 
a fee for service bases. Since 2007 alone, the Border Security Program has 
received an increase of over 60 percent to over $2 billion dollars. Yet, you 
are requesting an increase of $76 million in a direct appropriation for 
passport and visa security. Why was this decision made? 

Answer : 

In December 2006, DS published the Visa and Passport Security 
Strategic Plan. Concurrently, legislation was passed approving the use of 
revenue from anti-fraud fees in the H and L visa categories (H/L, temporary 
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work visas), and shortly thereafter, the Western Hemisphere Travel Initiative 
(WHTI) Surcharge was increased. DS, in its effort to optimally utilize fees 
received, funded 48 domestic and overseas positions through the H/L 
revenue, and plans to create a total of 200 positions (100 in FY 2008 and 
1 00 in FY 2009) from the fees received through the WHTI Surcharge. 

While the additional fees DS receives are a robust start to the 
implementation of the Visa and Passport Security Strategic Plan, a gap 
remains regarding additional positions and non-personnel resources. This 
gap includes program support outside of the estimated WHTI (passport) and 
H/L workload and consists of programs to include Human Smuggling and 
Trafficking, Counterterrorism, and Counterintelligence investigations with a 
nexus to passport and visa fraud, Task Forces, intelligence analysts, and 
much needed additional infrastructure for investigators. Those positions and 
resources, which are intended to close this gap in FY 2009, are being 
requested through the FY 2009 appropriations process. The $76 million 
would fund the personnel and non-personnel costs associated with 50 
overseas agents, 69 Foreign Service National-Investigators (FSNIs), 20 
domestic agents, and 60 investigative support positions such as analysts and 
investigative assistants. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank R. Wolf (#10) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Oversight of Contracting Functions 
Question: 

There has been a six-fold increase in the program funds management by the 
State Department over the past several years. There have been several high 
profile failures related to contracting including those related to personal 
security contractors, Baghdad embassy planning and construction, and INL’s 
inability to account for over a billon dollars of contracts. What steps have 
you taken to address these actions? 


Answer: 

The Department is currently implementing Procurement Shared 
Services, a fee-for-service model that charges a one percent fee for contracts 
administered by the Bureau of Administration at the time of contract 
obligation. The program was notified to the Congress on February 22, 2008. 

As noted in the question, the volume of contracting activity has 
increased from $1.9 billion in 2001 to nearly $5 billion in 2006. In 2006, we 
began to examine long-term solutions that would provide sufficient 
resources to handle the increased acquisitions workload, while continuing to 
provide effective support and oversight. We studied the practices of 
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organizations such as the Treasury Department’s Administrative Resource 
Center (ARC), the Department of the Interior’s Gov Works, various 
programs at GSA, and the Army Corps of Engineers, all of which employ a 
fee-for-service model for procurements. We concluded after extensive 
internal deliberations that a similar fee-for-service system also made sense 
for the Department of State. 

Many of the proposed additional staff will be contractors. If 
acquisition levels fall, we will be able to reduce the number of acquisitions 
staff, just as we would be able to augment staff if acquisition levels continue 
to rise. Thus, procurement shared services is an optimal business solution 
that would provide the staff necessary to accomplish acquisitions soundly, 
with proper price analysis and negotiation, legal review, and contract 
oversight. 

The Department believes that the increased resources provided under the 
fee-for-service model will greatly improve the acquisition function. We 
anticipate eventual lower contract costs as a result of better price analysis 
and negotiation, strengthened oversight, and additional legal review. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Frank Wolf (#11) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations, and Related programs 
February 28, 2008 


Question : 

What are the key management issues or vulnerabilities that you have 
identified for the Department in the near and long term? 

Answer : 

Near term 

Positions - Other than security and consular affairs, we have received no 
funding for new positions in the past four years while at the same time 
filling many new positions in Iraq, Afghanistan, Pakistan, and elsewhere. 
Receiving the funding for the positions requested in the FY 2009 budget is 
essential. 


Foreign Service Compensation Reform - would create a single global pay 
scale for the Foreign Service as part of a new performance-based pay 
system. A single global pay scale would eliminate the pay disincentive 
caused by the loss of locality pay upon transfer to foreign assignments. This 
sizable and growing financial disincentive - now over 20 percent - has a 
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lasting impact on Foreign Service Officers who spend the majority of their 
career overseas. 

Acquisitions - As recently approved, we are moving the central acquisitions 
function to a working capital fund operation to be able to increase the staff 
and thereby provide better negotiation and oversight of contracts, which 
have tripled in dollar value over the past several years. 

Passports - We are building up the plant, equipment, and personnel to assure 
there is no backlog this year. I am monitoring the passport applications and 
production on a weekly basis to assure we do not fall behind. We also have 
a Working Group and a “Red Team” reviewing our procedures with regards 
to insuring that passport files are reviewed only on a “need-to-know” basis. 

Greater use of American Family Members in overseas employment - This 
will save us money, provide additional positions, and give more 
opportunities for family members to work overseas. We will set the hiring 
and training standards appropriately. 
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Long-term 

These management reform initiatives discussed below are designed in order 
to reduce the administrative overhead costs of our foreign policy platform. 
They target outdated procedures and legacy systems that no longer meet 
Department needs. We are reevaluating existing structures and resources to 
see how we can improve them. 

Positions - Even if we get the funding for the positions requested in the FY 
2009 budget, the Department will face significant shortfalls of personnel for 
some years to come without a robust effort to add staff. 

Standard Overseas Operating Platform - Standardizing the Department’s 
overseas management structure so that posts operate from common software 
platforms and operating procedures, thereby streamlining and right-sizing 
management requirements and focusing resources on diplomatic programs 
rather than administrative overhead. 

State - USATD Joint Management - A long-term collaborative effort to 
eliminate duplication of administrative work and non-essential USG 
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presence overseas through the development of joint State and USAID 
administrative platforms at overseas posts. 

Information Technology Shared Services - A consolidation of IT desktop 
management services currently distributed among 28 different bureaus and 
strategically sourcing all IT-related contracts by consolidating them on a 
Department-wide basis to achieve economies of scale savings. 

Human Resource Shared Services - Delivering more effective, efficient, and 
client-focused human resource services through innovative management, 
performance measurement and continuous improvement. 

Strategic Procurement - Achieve economy-of-scale cost savings through the 
consolidated and strategic sourcing of goods and services such as office 
supplies, cell phones, information technology equipment, and overseas guard 
services. 

Data Warehouse - Create a consolidated data warehouse that extracts data 
from the Department’s financial, personnel and logistics management 
transactional systems to be analyzed to build business cases on which senior 
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management can make informed decisions to boost operating efficiency and 
lower operating costs. 


Expanded PSC Authority - Seek Congressional authority for a pilot to 
expand Personal Services Contracting authority. 
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Questions for the Record Submitted to 
Under Secretary Patrick Kennedy by 
Representative Barbara Lee (#1) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 
February 28, 2008 


Question 

The Administration requests $395 million to undertake public diplomacy to 
influence foreign opinion and win support for U.S. foreign policy goals. The 
funding will also support 20 new public diplomacy positions. 

• How much of this funding, if any, will go to promote democracy in 
Cuba or Iran? 

• How much of this requested funding will be devoted to public 
diplomacy in Iraq? 

• How many of these positions will be devoted to pursuing public 
diplomacy initiatives in Iraq? 

• Please describe the systems and methods you have in place to 
evaluate the efficacy of the Department’s public diplomacy efforts 
in Iraq. 

Answer 

For FY 2009, the Department requests $488,000 for public diplomacy 
(PD) programs promoting democracy in Cuba. For Iran, a total of $1 .7 
million would be for public diplomacy programs, many of which are 
intended to help promote democracy. This is a combination of PD base 
funding for the Persian website ($300,000) which is administered by the 
Bureau of International Information Programs, base funding of $400,000 for 



515 


the Iran Regional Presence Office working out of Dubai, and a $1 million 
program increase to enhance Persian outreach programs. 

PD operations and activities conducted in Iraq have been funded with 
supplemental funding, and Iraq Emergency Supplemental funds will 
continue to be used to cover PD requirements for the rest of FY 2008 as 
well. At present, the Department does not plan to allocate any of the $395 
million requested for FY2009 to support PD operations in Iraq. 

The Department does not currently plan to devote any of the 20 new 
PD positions requested in the FY 2009 budget for Iraq. At present, there are 
23 Foreign Service officer PD positions in Iraq, including 1 1 in Baghdad and 
12 in the Provincial Reconstruction Teams. 

While the Department’s Public Diplomacy Evaluation Office does not 
conduct on-the-ground assessments in Iraq, the Department has established a 
robust capacity to evaluate its public diplomacy and exchanges activities. 

For example, Iraqis participate in a range of exchange programs. 

Participants in these programs are asked to complete evaluation surveys 
before and after their programs. 

Under Secretary Karen Hughes, early in her tenure, created a Public 
Diplomacy Evaluation Office (PDEO) to coordinate all aspects of evaluation 
and performance measurement. The Department now measures the 
effectiveness of public diplomacy programs and products in a variety of 
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ways. The Bureau of Educational and Cultural Affairs (ECA) has been 
conducting independent evaluations and surveys of exchange participants for 
nearly a decade. Our global exchange programs have received OMB’s 
highest rating for effectiveness. We have established a set of 1 5 core 
performance indicators for public diplomacy activities worldwide. We are 
incorporating these indicators into the Department’s annual planning and 
budget process to further strengthen our budget and performance integration. 

These efforts are designed to provide policymakers with sophisticated 
and actionable information on which to base decisions on the future 
direction of public diplomacy. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Barbara Lee (#2a) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question 

The Administration requests $1,790 billion to continue security-driven 
construction projects and address the major physical security and 
maintenance needs of U.S. embassy and consulates. This total includes 
$844 million for the Capital Security Construction Program to replace 
diplomatic facilities at the most vulnerable overseas posts. How much 
funding, if any would be designated for the embassy in Iraq? 


Answer: 


The Administration’s FY 2009 budget request contains no money for 
construction at Embassy Baghdad. Funding for the “follow on” projects at 
the post has been requested in Supplemental in fiscal years 2007 and 2008. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Barbara Lee (#2b) 
House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 


Question 

Can you tell us how much it cost to build the U.S. Embassy in Iraq? What 
are the annual operating costs? 

Answer: 

The Congress appropriated $592 million to build the embassy 
complex in Iraq. Department of State appropriations under a Department of 
Defense bill amounting to $20 million were also made available for site 
preparation. Planning for operational requirements and making accurate 
cost projections in Iraq is subject to a high degree of uncertainty due to the 
fluid security environment and the ability and capacity of vendors to operate 
in Iraq. Although not yet occupied, the Department estimates that annual 
operating costs for the New Embassy Compound (NEC) in the current 
security environment will range from approximately $80 million to $90 
million. This would include all NEC operations and maintenance contracts 
for the 26 on-site buildings and infrastructure, and estimated generator fuel 
costs. This estimate does not include NEC security costs. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Representative Barbara Lee (#2c) 

House Committee on Appropriations 
Subcommittee on Foreign Operations 
February 28, 2008 

Question 

How many positions would this funding support for the embassy in Iraq and 
what is the plan moving forward given the high cost of full time employees 
in Iraq? 

Answer: 


The original plan for the embassy compound provided space for 486 
American direct-hire positions. As circumstances have changed, so have 
personnel requirements. Our most current estimate provides for a staffing 
level of 774 American staff under Chief of Mission authority. The funding 
level will also support up to 200 third country nationals who will provide 
mission support as well as those personnel associated with the operations 
and maintenance contract. The “follow on” projects will provide working 
and living space to meet these revised requirements. These numbers do not 
include local guard or other security contractors. 


As Iraq progresses toward normalcy and the American presence 
adjusts to that changing situation, we would expect to be able to replace 
third-country nationals with Iraqi citizens in support roles at the embassy. 
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This would reduce personnel costs. In addition, as conflict and other 
hardship factors diminish, some of the incentives and allowances granted to 
American employees in dangerous circumstances may be reduced, further 
reducing personnel expenses. 
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Questions for the Record Submitted to 
Under Secretary Patrick F. Kennedy by 
Congresswoman Barbara Lee (#3) 

House Committee on Appropriations 
State, Foreign Operations and Related Programs Subcommittee 
February 28, 2008 


Question : 

The Administration requests $1,163 billion for Worldwide Security Protection to 
increase security for diplomatic personnel, property, and information. Included in 
this amount is the cost to support the guard forces protecting embassies and 
residences. 

• What portion of the requested funding reflects the cost to support the local 
guard force protecting the embassy in Baghdad? 

• To what extent is this local guard force comprised of private contractors? 

• How much is the typical member of such guard force compensated? 

I am especially interested in this information in view of the House Oversight 
Committee’s hearing which uncovered the shocking finding that security services 
provided by Blackwater would typically be performed by an Army Sergeant, 
whose salary, housing, and subsistence pay range from approximately $140 to 
$190 per day, depending on rank and years of service. The amount the government 
paid Blackwater for these same services, on the other hand, was approximately six 
to nine times greater. 

Answer : 

None of the requested Worldwide Security Protection funding is for the local 
guard force protecting the embassy in Baghdad. The Baghdad Embassy Security 
Force (local guard force) contract is funded through Iraq Supplemental Funds. 
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The Baghdad Embassy Security Force is a contract security force comprised of 
approximately 170 US/EXPATS, l,500Third Country Nationals (TCNS), and 130 
Local Nationals (LNs). 

The Baghdad Embassy Security Force contract was competitively awarded 
to Triple Canopy as a firm fixed price contract. The Federal Acquisition 
Regulation precludes the contracting agency from requiring a contractor to submit 
detailed cost or pricing data for competitive contracts. Therefore, the Department 
does not have detailed information on the salaries and benefits being provided to 
the guards. However, the contractor is required to follow local laws in regards to 
employee wages and benefits. 

The loaded hourly labor rates shown below for the various guard labor 
categories include all direct and indirect labor costs as well as other costs such as 
insurance, severance pay, overhead, indirect costs including general and 
administrative expenses and profit: 


Site Manager (US/EXPAT): $79.61 
EOD Dog Handler (US/EXPAT): $136.46* 
Supervisor (TCN): $9.42 
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Senior Guard (TCN): $8.36 
Guard (TCN): $6.83 
Guard/Driver (TCN): $6.83 
Supervisor (LN): $7.55 
. Guard (LN): $3.11 
Screener (LN): $3.12 

* The hourly rate for the EOD Dog Handler includes all costs associated with the 
handler and his/her dog. 

Blackwater does not provide any guard force personnel for our facilities in 
Iraq. It does, under a separate competitively-awarded contract, provide protective 
security personnel to protect Chief of Mission staff as they are moving throughout 
Baghdad and central Iraq. 




Tuesday, March 11, 2008. 


HIV/AIDS AND GLOBAL HEALTH PROGRAMS 

WITNESSES 

AMBASSADOR MARK DYBUL, U.S. GLOBAL AIDS COORDINATOR 

PEPFAR 

KENT HILL, ASSISTANT ADMINISTRATOR FOR GLOBAL HEALTH, 

UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT 

Opening Statement by Chairwoman Lowey 

Mrs. Lowey. The subcommittee on State, Foreign Operations, 
and Related Programs will come to order. I would like to welcome 
Ambassador Mark Dybul, Director of PEPFAR, and Dr. Kent Hill, 
USAID’s Assistant Administrator for Global Health. 

Better integrated, more comprehensive health programs and 
strategies are essential, if we are to maximize our limited assist- 
ance dollars and truly combat the poverty and disease ravaging 
many parts of the world. In that light, I have asked you to testify 
jointly today, so that we can examine the President’s fiscal year 
2009 request for HIV/AIDS assistance in the context of overall 
funding for global health. 

Over the past 10 years, this committee has made global health 
a key priority, increasing funding from $1 billion in 1997 to $6.6 
billion in 2008. We understand that investing in health lays the 
foundation for further development activities and sustainable eco- 
nomic growth. The United States has been a leader and innovator 
in the global health community from our pioneering efforts to 
eradicate polio and other childhood diseases, to current efforts to 
fight the HIV/AIDS pandemic. Five years ago, only 50,000 people 
living with HIV/AIDS were receiving anti-retro viral treatment. 
Today with American leadership, almost 2 million people are re- 
ceiving treatment. Clearly, we are making a difference. The Presi- 
dent has shown leadership on HIV/AIDS and I am proud that Con- 
gress exceeded the President’s $15 billion funding target for global 
HIV/AIDS by more than $3 billion over the past five years. 

As we look to the second phase of PEPFAR, we must evaluate 
the successes and challenges of this program and adjust accord- 
ingly. The HIV/AIDS pandemic has ravaged the African continent 
and shows no sign of slowing down, despite the $22 billion provided 
by the United States over the last 10 years and the $36 billion dol- 
lars provided by other donors. While U.S. -funded HIV/AIDS pre- 
vention programs reached 57 million people in fiscal year 2007, 
new infections are on the rise. In 2007 alone, 2.5 million more peo- 
ple were infected with the virus. This is simply unacceptable and 
requires us to reexamine our prevention efforts to ensure that we 
are reaching those most at risk and providing them with the appro- 
priate tools to protect themselves. 

( 525 ) 
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Ambassador Dybul, as you know, in the omnibus, we provided 
you with flexibility in applying the prevention earmarks. I look for- 
ward to hearing how you intend to use that flexibility to expand 
access to prevention in the coming year. We also, need to devote 
more resources to strengthen the capacity of nations to better meet 
these health challenges. If any of these interventions are to be sus- 
tainable in the long term, it requires that developing countries be 
able to shoulder more of the responsibility for the health of their 
populations. In my judgment, we should be investing more in 
health infrastructure and the training of healthcare professionals. 

It is time our response to this pandemic was part of the more 
comprehensive approach to address health in Africa and around 
the world. Congress took the first step towards a more integrated 
and comprehensive health strategy when we consolidated all health 
funding into one account, the Global Health and Child Survival ac- 
count. I was disappointed to see that the Administration did not 
embrace this approach and once again requested funding in 
stovepiped accounts that inhibit integrated assistance strategies. I 
am also disappointed that once again the President’s budget re- 
quest increases funds for HIV/AIDS while cutting funds for other 
complementary global health programs. Congress provided a $356 
million increase for maternal and child health, family planning, 
and infectious disease programs in the fiscal year 2008 omnibus. 
Yet the President’s fiscal year 2009 budget request cuts funding for 
these programs by $251 million, including a $57 million decrease 
for TB, $65 million for avian flu readiness, $77 million for maternal 
and child health, and $90 million for family planning. I am con- 
cerned that many health programs in Africa, Asia, and the Western 
Hemisphere will be forced to shut down or greatly reduce oper- 
ations under the President’s request. 

With respect to maternal health and family planning programs, 
the evidence clearly demonstrates that healthy women are the cor- 
nerstone of their families and their communities. In 2001, Presi- 
dent Bush pledged to maintain the level of family planning fund- 
ing, saying “one of the best ways to prevent abortion is by pro- 
viding quality voluntary family planning services.” Yet, over the 
past two years, the President seems to have reneged on that com- 
mitment. I am truly outraged that the Administration is playing 
political games with women’s lives. 

TB PROGRAMS 

Dr. Hill, I hope you can address the cut to the TB programs. The 
United States is a leader in the global tuberculosis community. Our 
support for the Stop TB initiative has led to breakthroughs on the 
identification, isolation, and treatment of multi-drug resistant tu- 
berculosis or MDR-TB. Just last month, the World Health Organi- 
zation estimated that approximately five percent of the nine million 
new cases of TB annually are multi-drug resistant. Rates were par- 
ticularly high in the former Soviet Union. It is hard to understand 
why the President would choose to cut tuberculosis funding by $7 
million for Eastern Europe and Eurasia at this critical time. 

Are we putting our strategy to address MDR-TB at risk with 
this large cut to the tuberculosis program? TB treatment and care 
is an example where USAID and PEPFAR have collaborated from 
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the beginning. I look forward to exploring how this collaboration 
will continue in fiscal year 2009, what investments in TB identi- 
fication and testing PEPFAR will be making, and why funding for 
Eastern Europe and Eurasia was reduced. In your testimony, I 
hope you will also both address the fundamental issue of how we 
can create a more integrated health strategy without diluting the 
impact of focused approaches, such as PEPFAR. I would also like 
your thoughts on how we can make our health investments more 
sustainable. 

Knowing the importance of global health programs, this sub- 
committee has provided the tools and resources to help save lives. 
Ambassador Dybul and Dr. Hill, I look forward to hearing your re- 
marks and working with both of you on these and other issues. I 
was going to turn to Mr. Wolf, but I believe he is still at the con- 
ference. Mr. Kirk, do you want to make a few opening statements? 

Mr. Kirk’s Opening Remarks 

Mr. Kirk. Thank you, Madam Chair. Obviously, when we look 
back on the global picture, we see that in the last several years, 
the United States has made the largest investment ever in 
healthcare in developing nations. And I remember when Congress- 
man Merczik and Congressman Porter started this program in 
1985 with a 25 million dollar earmark. Then chair of this sub- 
committee, Mr. Obey said, there is no way we will ever have a dis- 
eased earmark in this account. To his credit, he changed his mind 
in the middle of our press conference and came and endorsed a new 
and separate AIDS program. 

The program limped along largely with those of us very con- 
cerned about international health until 1999. I remember as a 
staffer holding hearings in the authorizing committee on this prac- 
tically dragging members to come and see what was one of the 
greatest humanitarian crisis. And now, it is great to see the kind 
of resources the United States provides. It would appear that we 
are providing more assistance in this area than all other countries 
combined. There is a case sometimes in which we worry about the 
United States being number two or number three in an area. I do 
not think there is any area in which the United States provides 
more resources than all other countries put together. And so, it is 
quite a commitment and will raise a couple of issues there. But, it 
is probably one of the most under reported, but good humanitarian 
stories of the United States. 

Thank you, Madam Chair. 

Mrs. Lowey. Thank you. And gentlemen, please proceed. Ambas- 
sador Dybul and then Dr. Hill and your entire statement will be 
placed in the record. So, please proceed as you wish. Thank you. 

Ambassador Dybul’s Opening Statement 

Ambassador Dybul. Thank you, very much, Madam Chair- 
woman, Representative Kirk on behalf of the minority and all the 
members of the committee and the staff. The partnership between 
PEPFAR and this committee, in particular, both members and 
staff, over the years has been one for which we are extremely 
grateful. Your commitment and leadership in the fight against 
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HIV/AIDS in a bipartisan way is one of the fundamental reasons 
PEPFAR has been such a huge success and we thank you for it. 

Before I go into some of the numbers for the fiscal year 2009 
budget, I would like to take just a moment to discuss the profound 
impact our support is having on the ground. And as you know, 
President and Mrs. Bush just got back from Africa. It was a very 
inspiring trip. Their response really vividly illustrated that we are 
not only changing the course of a pandemic by impacting lives, but 
we are creating hope for a future generation. I was fortunate to be 
in Tanzania where President Kikwete told President Bush that the 
relations between the two countries has never been better. And all 
around the city, residents proudly displayed large billboards thank- 
ing the American people for their support on HIV, on malaria, and 
for the Millennium Challenge Corporation. Women were wearing 
congas that said thank you for your friendship. It was a rather ex- 
traordinary outpouring of affection and a demonstration that good 
humanitarian programs also build strong relationships that are 
good for the American people. 

Thanks to the commitment of President Bush, the Congress, and 
the American people, as was mentioned, the U.S. is the global lead- 
er in the fight against HIV/AIDS and the fiscal year 2009 six bil- 
lion dollar budget request from the President represents a continu- 
ation of that commitment and includes 4.9 billion dollars for the 15 
focus countries or what is likely to be the focus countries and bilat- 
eral programs, and this is an increase of 341 million dollars over 
the 2008 request. We are also requesting 500 million for the Global 
Fund, a 200 million dollar increase over the request in 2008. And 
this demonstrates the President, the administration, and the Amer- 
ican people’s strong commitment to the Global Fund as a vehicle 
for the world to contribute to this important epidemic, because it 
is a global epidemic requiring a global response. 

Importantly, the 2009 request is the first installment of the next 
five-year commitment of the American people to HIV/AIDS and it 
was with that commitment that the President made that the Presi- 
dent was able to get the G8 to commit to 60 billion dollars and to 
double the goals, five million people in treatment, prevention for 24 
million people, and care for 24 million, including 10 million or- 
phans and vulnerable children. And that is extraordinary, that 
American leadership led directly to a response from the rest of the 
world. 

In rolling out the largest international public health initiative in 
history, we move rapidly. We are 94 percent obligated and 55 per- 
cent outlaid through last year, rather extraordinary numbers for a 
new program, as you know. But as you know, our success is not 
measured in dollars spent. It is measured in lives improved and 
lives saved. And you have gone through some of the results we 
have achieved so far. I do not want to repeat the numbers in pre- 
vention, care, and treatment, because they are in the record and 
we all know them well. But because of the issues, Madam Chair- 
woman, you raised about integration and building capacity, I would 
like to touch on a couple that sometimes we do not talk about very 
much. 

Innovative strategies are really being developed to substantially 
reduce mortality among HIV-infected individuals and orphanhood, 
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as well as expand health workforce capacity and resource-poor set- 
tings. There is a new study from Uganda that was published in 
Lancet by U.S. Government people actually that showed that 
home-based delivery by lay staff through these things. Extending 
treatment to world communities, care and treatment to world com- 
munities where limited healthcare capacity would otherwise be, we 
saw a 95 percent reduction in mortality among HIV positive people. 
So, we are beginning to see not only numbers of people in treat- 
ment, but reduction in mortality, and 80 percent reduction in mor- 
tality among their uninfected children, showing the benefit of treat- 
ing parents on the mortality of young children, uninfected children, 
and importantly, a 93 percent reduction in orphanhood. The best 
treatment for orphans is to keep their parents alive and so we saw 
93 percent reduction in orphanhood, contributing to that larger im- 
pact that we need to have. 

We, also, continue to focus on building capacity for sustainable 
response. As you mentioned, 85 percent of our partners are local 
organizations and we have recently tripled the amount of resources 
available for pre-service training of healthcare workers. Through 
September of last year, we supported training for 2.6 million train- 
ing and retraining encounters and we are projecting that we will 
support training and retraining for 2.7 million just in 2008, more 
than the entire total of the previous four years. And importantly, 
we have recently done an estimate that shows that PEPFAR is 
supporting the salaries of more than 110,000 healthcare profes- 
sionals and workers, including those managing programs. So, we 
are building that long-term sustainable capacity supporting the 
healthcare workers that will pay off and that is contributing not 
only to the HIV-positive, but to the HIV-negative children and pre- 
venting orphans. 

The data suggest that money into HIV/AIDS is having a positive 
impact on other areas of health systems. We estimate that 638 mil- 
lion dollars in 2007 alone went into healthcare capacity building. 
It is a rather extraordinary investment, more than we actually 
spent on all of HIV/AIDS not too long ago. 

Some striking data recently from health experts in Rwanda, the 
government, themselves, showed that 40 percent of PEPFAR re- 
sources in Rwanda had an impact on health systems beyond HIV/ 
AIDS, 40 percent. That is rather extraordinary. A peer review 
paper from Haiti showed that HIV resources are building health 
systems, not siphoning resources from them. Another recent study 
in Rwanda showed that the addition of basic HIV/AIDS services to 
primary health centers contributed an increase in maternal and re- 
productive health, prenatal pediatric and general healthcare. Large 
jumps were also seen in the utilization of non-HIV lab testing, 
syphilis testing, antenatal care, and family planning. 

In Botswana, infant mortality rose and life expectancy dropped 
by one-third, life expectancy in a country by one-third, because of 
HIV/AIDS, despite increases in resources for child and basic health 
by that government. Now because President Mogae has led an all 
out battle against HIV/AIDS, for the first time in decades, we are 
seeing infant mortality decline and adult life expectancy increasing. 
That is a big impact on healthcare overall. And as the chair of the 
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Institute on Medicine panel that reviewed PEPFAR said, overall, 
PEPFAR is contributing to making health systems stronger. 

Stepping back to take a larger view on how we connect with the 
rest of development, because we believe this is an important issue, 
as you know with strong bipartisan support from Congress, we 
have together doubled resources for development, quadrupled them 
for Africa, which includes the Millennium Challenge Corporation, 
the President’s Malaria Initiative, the Women’s Empowerment and 
Justice Initiative, the African Education Initiative, the Inter- 
national Education Initiative, and many others, and PEPFAR is a 
part of that and linked to it. In fact, I came from a breakfast this 
morning with the heads of all of those organizations to see how we 
can work better together. 

PEPFAR, also, supports linkages directly to U.S. Government 
programs, particularly in education. For example, in Haiti, we are 
working with partner organizations to meet the food and nutri- 
tional needs of orphans and vulnerable children using a commu- 
nity-based approach, including Title II resources, the programs 
committed to developing sustainable food sources. So, the staff has 
aggressively supported community gardens primarily for orphans 
and vulnerable children to generate markets through these gar- 
dens. 

We recently collected data on our projected resources in 2008 for 
food and related support, food, nutrition, livelihoods, and safe 
water, largely because this committee asked us to do so, and we 
found that we had 93 million dollars dedicated to those types of 
programs within the PEPFAR program. It is a rather substantial 
commitment. 

In education, we developed a strong partnership with the African 
Education Initiative, which is now part of the International Edu- 
cation Initiative implemented through USAID. In Zambia, we are 
funding scholarships to help keep nearly 4,000 orphans, grades 10 
to 12, who have lost one or more parents in school. 

In Uganda, we have a program that is working with AEI to 
strengthen life skills and prevention curricula in school. This pro- 
gram with two million dollars in 2007 targeted four million chil- 
dren and 5,000 teachers. We estimate that approximately two- 
thirds of the orphans and vulnerable children we support, around 
207 million so far, receive some type of education support through 
PEPFAR. And as we improve the linkages with these programs, we 
are creating better indicators, so we have a sense of the impact on 
outcome overall and how we are improving systems and improving 
the healthcare system, not just looking at numbers. And we are pi- 
loting these new indicators now and also looking internally to make 
sure we are staffed appropriately to provide this type of support. 

Madam Chairwoman, Representative Wolf, and members of the 
committee, we conclude by emphasizing that through PEPFAR and 
our broader development agenda, the American people engage in 
one of the greatest humanitarian efforts of our time. Through this 
partnership, people of distant lands have a new window into our 
hearts, as Americans. They know what we stand for, because we 
stand with them, and we saw that overwhelmingly in Africa, as the 
people responded to President and Mrs. Bush, really on behalf of 
the American people. And so, we thank you for the work you have 
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done to build this extraordinary program, to build this incredible 
support for the American people globally. We look forward to our 
continuing work together as we enter the next phase of the Emer- 
gency Plan. Thank you. 

[The information follows:] 
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The President’s Emergency Plan for AIDS Relief 

Statement of Ambassador Mark Dybul 
U.S. Global AIDS Coordinator 
Before the United States House of Representatives 
Subcommittee on State, Foreign Operations, and Related Programs 
Washington, DC 
March 11, 2008 


Madame Chairwoman, Representative Wolf, and Members of the Subcommittee and 
staff: Thank you for this opportunity to discuss the Administration’s Fiscal Year 2009 
budget request for the President’s Emergency Plan for AIDS Relief, or PEPFAR. 

The partnership between PEPFAR and the Foreign Operations Subcommittee over the 
years is one for which I am very grateful. Chairwoman Lowey and Ranking Member 
Wolf, thank you for your commitment to U.S. leadership in the fight against HIV/AIDS. 
Bipartisan support for this historic initiative has been a key to its success and I look 
forward to working with you in the next phase of PEPFAR. 

Thanks to the commitment of President Bush, Congress and the American people, the 
U.S. Government is indeed the global leader in this fight. The President's FY 2009 $6 
billion PEPFAR budget request represents a continuation of our commitment to our 
partners around the world with a significant increase in bilateral resources, including $4.9 
billion for the PEPFAR bilateral program. This is an increase of $396 million compared 
to the FY 2008 enacted level ($4,535 billion), and a $341 million increase over the FY 
2008 request ($4,590 billion). 

The FY 2009 request also includes $500 million for the Global Fund, a $200 million 
increase from the FY 2008 request. Although this is less than the FY 2008 enacted level 
($840 million), we believe this is the correct level for FY 2009 given the fact that 
the Global Fund is currently operating with $ 1 .6 billion more pledged through 2008 than 
is needed to meet current commitments. The President’s continued commitment reflects 
the USG's strong support of the Global Fund as a vehicle to pool global resources in step 
with USG bilateral efforts. 

Moreover, the FY 2009 request is the first installment of President Bush’s request of $30 
billion for 2009-201 3, and sets the foundation for the program to meet his ambitious 10- 
year PEPFAR program goals to support: treatment for 2.5 million people; prevention of 
more than 12 million new infections; and care for more than 12 million people, including 
5 million orphans and vulnerable children. Our investment will help spur the other G-8 
members to do their part to meet the leaders’ joint commitment to provide $60 billion to 
fight the three diseases and meet their agreed global HIV/AIDS goals of: treatment for 5 
million people; prevention of more than 24 million new infections; and care for more 
than 24 million people. 
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Just five years ago, many wondered whether prevention, treatment and care could ever 
successfully be provided in resource-limited settings where HIV was a death sentence. 
Only 50,000 people living with HIV in all of Sub-Saharan Africa were receiving 
antiretroviral treatment. 

President Bush and a bipartisan, bicameral Congress reflected the compassion and 
generosity of the American people as together you led our nation to lead the world in 
restoring hope by combating this devastating pandemic. You recognized that HIV/AIDS 
was and is a global health emergency requiring emergency action. But to respond in an 
effective way, it has been necessary to build systems and sustainable programs as care is 
rapidly provided, creating the foundation for further expansion of care to those in need. 
The success of PEPFAR is firmly rooted in these partnerships, in the American people 
supporting the people of the countries in which we are privileged to serve — including 
governments, non-governmental organizations including faith- and community-based 
organizations and the private sector — to build their systems and to empower individuals, 
communities and nations to tackle HIV/AIDS. And in just four years, it is working. 

The President and First Lady recently returned from an inspiring trip to Africa. The 
response they received vividly illustrated that we are not only changing the course of the 
pandemic by impacting individual lives, but creating hope for a future generation. In 
Benin, Tanzania and Rwanda, they met leaders who are fighting HIV/AIDS and malaria - 
- and people whose lives have been saved by the generosity of the American people. In 
Rwanda, they saw a nation overcoming the pain of genocide with courage and hope. In 
Ghana, they met entrepreneurs who are exporting their products and building a more 
prosperous future. And in Liberia, they saw a nation that is recovering from civil war, led 
by the first democratically elected woman President on the continent. The President 
returned to Washington impressed by the energy, optimism, and potential of the African 
people. 

In Tanzania, President Kikwete told President Bush that relations between the two 
nations are the best they have ever been. PEPFAR is one piece of a broader development 
agenda that is having a major impact in Africa - and is giving Africans a window into the 
hearts of the American people. 

Results 

In rolling out the largest international public health initiative in history, we have acted 
quickly. While financial information lags a quarter and timing of appropriations varies 
from year to year, we have still been able to obligate 94 percent of the funds appropriated 
to PEPFAR so far, and outlayed or expended 55 percent of them. But success is not 
measured in dollars spent: it is measured in services provided and lives saved. 

PEPFAR is well on the way to achieving its ambitious five-year targets of supporting 
treatment for two million people, prevention of seven million new infections, and care for 
10 million people infected and affected by HIV/AIDS, including orphans and vulnerable 
children. 
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PEPFAR-supported programs have reached tens of millions of people with prevention 
messages. Since 2004 the U.S. Government has shipped more than 1.9 billion condoms 
worldwide - as Dr. Piot of UN AIDS has said, more than all other developed countries 
combined. PEPFAR has supported antiretroviral prophylaxis in more than 827,000 
pregnancies, preventing an estimated 157,000 infant HIV infections. In fact, five of the 
focus countries have greater than 50 percent coverage of pregnant women - the goal of 
the President’s International Mother and Child Prevention Initiative (which preceded the 
Emergency Plan) - and Botswana has achieved a 4 percent national mother-to child 
transmission rate, which approximates that of the U.S. and Europe. With Emergency Plan 
support, focus countries have scaled up their safe blood programs, and 1 1 of them can 
now meet fifty percent of their annual demand for safe blood - up from just four of the 
focus countries when PEPFAR started. PEPFAR has supported HIV testing and 
counseling for more than 33 million people, and supported care for more than 6.6 million, 
including more than 2.7 million orphans and vulnerable children infected and affected by 
HIV. And through September 2007, PEPFAR supported antiretroviral treatment for 
approximately 1 .45 million men, women, and children worldwide. Of these, 
approximately 1.36 million are in the 15 focus countries, and more than 1.33 million are 
in Sub-Saharan Africa. 

Success requires a comprehensive strategy 

When the history of public health is written, the global HIV/AIDS action of the American 
people will be remembered for its size, but also for its scope: the insistence that 
prevention, treatment and care — all three components, with goals for each -- are all 
required to turn the tide against HIV/AIDS. 

Within the past decade, the pendulum of preferred interventions has swung from 
prevention to treatment and back to prevention. By the way, care always, and tragically, 
seems to get lost. Using these pendulum swings to determine policy and programs can be 
dangerous - and even deadly. 

The President and a bipartisan Congress got it right the first time, because a 
comprehensive program that includes prevention, treatment and care reflects basic public 
health realities: 

Without treatment, people are not motivated to be tested and leant their HIV status. 

Without testing, we cannot identify HIV-positive persons and so we cannot teach them 
safe behavior, and they cannot protect others. 

Without care and treatment programs, we do not have regular access to HIV-positive 
persons to constantly reinforce safe behaviors - a key component of prevention. 
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Without testing and treatment, we cannot “medicalize” the disease, which is essential to 
reducing stigma and discrimination — which, in turn, is essential for effective prevention 
and compassionate care for those infected and affected by HIV. 

Without testing and treatment, we have no hope of identifying discordant couples, and 
women have no possibility of getting their partners tested so that they can protect 
themselves. 

And, of course, without prevention, we cannot keep up with the ever-growing pool of 
people who need care and treatment. 

In 2007, we spent 47 percent of our programmatic funds on treatment. When you include 
counseling and testing as a prevention intervention, as most of our international partners 
do, we spent 29 percent of our funds on prevention. The rest went to care. 

Will that be the right mix going forward? It’s impossible to know, because there is no 
way to know what the HIV/AIDS landscape will look like in three to seven years. 

Part of the reasoning behind this is that we are one piece — albeit a very large piece — of a 
complex puzzle of partners engaged in combating HIV/AIDS. The other pieces include: 
the contributions of the countries themselves, including remarkable efforts by people 
living with HIV, families, communities, and national leaders, and which can include 
substantial financial contributions in countries such as South Africa, Botswana, Namibia 
and others; the Global Fund to Fight AIDS, Tuberculosis and Malaria - for which the 
American people provide 30 percent of its budget and which is an important piece of our 
overall global strategy -- and other multilateral organizations; other nations’ bilateral 
programs; private foundations; and many others. We constantly adapt the shape of our 
bilateral programming piece to fill its place in this puzzle, so flexibility is needed. 

Prevention is the bedrock of PEPFAR 

That being said, prevention is the bedrock of an effective global response to HIV/AIDS. 
In PEPFAR’s Five-Year Strategy, in each Annual Report, in nearly every public 
document or statement, including those before Congress, we have been clear that we 
cannot treat our way out of this pandemic, and that prevention is the most important piece 
for success. 

Prevention is also the greatest challenge in the fight against HIV/AIDS. Globally, and 
certainly in the hardest-hit countries, which are in Africa, the vast majority of HIV is 
transmitted through sexual contact. Changing human behavior is very difficult — far more 
difficult than determining the right prescription of antiretroviral drugs, building a health 
system or creating a better life for orphans and vulnerable children. 

Not only is effective behavior change and, therefore, prevention, more difficult than care 
and treatment, measuring success is also far more complicated. While it is possible to 
rapidly and regularly report on numbers of people receiving care and treatment, 
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prevention is evaluated every few years, with metrics and mathematical methods that are 
constantly being refined. We must currently rely on estimating prevalence - or the 
percent of HIV-positive persons in a population — rather than evaluating directly the rate 
of new infections, which would be a far better indicator of success of interventions. In 
addition, as treatment programs are scaled up, fewer people die and prevalence may 
actually go up despite successful prevention efforts. Therefore, we cannot provide 
updates on success in prevention in the same way we do for care and treatment 

But that does not mean that prevention has failed - as some seem to want to say. A 
recent UNAIDS report stated that “in most of sub-Saharan Africa, national HIV 
prevalence has either stabilized or is showing signs of a decline. Cote d’Ivoire, Kenya 
and Zimbabwe have all seen declines in national prevalence, continuing earlier trends.” 
The report further states that “Global HIV incidence likely peaked in the late 1 990s at 
over 3 million new infections per year, and was estimated to be 2.5 million new 
infections in 2007... This reduction in HIV incidence likely reflects natural trends in the 
epidemic as well as the result of prevention programmes resulting in behavioural change 
in different contexts.” 

I do not mean to minimize the seriousness of disturbing increases that we’re seeing in 
certain places, nor the fact that there is an urgent need for greater progress in every 
country and region. But I highlight these successes because the data make something very 
clear. Our best hope for generalized epidemics - the most common type of epidemic in 
Africa, which is home to more than 60 percent of the global epidemic and where our 
efforts are highly concentrated - is ABC behavior change: Abstain, Be faithful, and 
correct and consistent use of Condoms. Of course, bringing about these behaviors, as 
Uganda did during the 1990s, is a far more complex task than the simple letters suggest, 
because the roots of human behavior are so complex. 

ABC requires significant cultural changes. We have to reach children at an early age if 
they are to delay sexual debut and limit their number of partners. We must partner with 
children’s parents and caregivers, supporting their efforts to teach children to respect 
themselves and each other - the only way to truly change unhealthy gender dynamics. 

We are rapidly expanding life skills programs for kids because of the generational impact 
they can have - changing a 10 year old’s behavior is far easier than changing a 25 year 
old’s. Behavior changes due to programs for children may not immediately be apparent, 
because you’re working to change their future behavior rather than their immediate 
behavior. Yet we must be patient and persistent - we are only three and a half years into 
PEPFAR’s generational approach to prevention. 

For older adolescents and adults who are sexually active, ABC includes reducing casual 
and multiple concurrent partnerships, which can rapidly spread HIV infection through 
broad networks of people. We must also identify discordant couples, in which one partner 
is HIV -positive and the other is HIV-negative - especially in countries like Uganda 
where they represent a significant contribution to the epidemic - and focus prevention 
efforts on them. 
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We also need to teach correct and consistent condom use for those who are sexually 
active, and ensure a supply of condoms -- and we are doing just that. 

ABC also includes changing gender norms. As young people are taught to respect 
themselves and respect others, they leant about gender equality. Through teaching 
delayed sexual debut, secondary abstinence, fidelity to a single partner, partner reduction 
and correct and consistent condom use to boys and men, ABC contributes to changing 
unhealthy cultural gender norms. 

And, of course, we need to reduce stigma against people with HIV - and also reduce 
stigma against those who choose healthy lifestyles. On the other hand, we must identify 
and stigmatize transgenerational sex and the phenomenon of older men preying on young 
girls, and we must also prevent sexual violence. Again, life skills education - a part of 
ABC — is key. 

Taking prevention to the next level 

While PEPFAR is aggressively pursuing prevention as the bedrock of our efforts, it is 
also true that we need to improve what we are doing - in every area of our work. We 
need to take prevention to the next level. I’d like to share with you some of our lessons 
learned in prevention and give a glimpse of some new directions. 

Know your epidemic 

First, you must know your epidemic and tailor your prevention strategy accordingly. 
While ABC behavior change must undeniably be at the core of prevention programs, we 
also recognize that one size does not fit all. 

This is why we take different approaches depending on whether a country has a 
generalized and/or a concentrated epidemic. It’s surprising how little this is understood. 
The existing Congressional directive that 33 percent of prevention funding be spent on 
abstinence and faithfulness programs is applied across the focus countries collectively, 
not on a country-by-country basis - and certainly not to countries with concentrated 
epidemics. 

Even speaking of the epidemic at a country level can be misleading, in fact, because a 
country can have both a concentrated epidemic and a generalized one. Even in 
generalized epidemics, we must identify vulnerable groups with especially high 
prevalence rates, such as people engaged in prostitution, and tailor prevention approaches 
to reach them. On recent trips, I've seen great examples of this sort of program in Haiti, 
Cote d’Ivoire and Ghana. 

Moreover, epidemics can shift over time. In Uganda, for example, ABC behavior change 
had such a significant impact that we now see the highest infection risk in discordant 
couples. 
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Combination prevention 

While much progress has been made in effective prevention, often we are still using 
prevention techniques developed 20 years ago. It is important for prevention activities to 
enter the 21 st Century, to use techniques and modalities that have been developed to 
change human behavior, especially those developed in the private sector for commercial 
marketing. 

We also need a focused and concentrated effort that mirrors progress in treatment. As we 
need combination therapy for treatment, we need combination prevention. Combination 
prevention includes using many different modalities to affect behavior change, but it also 
includes geographic concentration of those different modalities and adding existing and 
new clinical interventions as they become available. PEPFAR is supporting many 
extraordinary prevention programs, but they are not always concentrated in the same 
geographic area. We need to make sure that, wherever people are, we are there to meet 
them at every turn with appropriate knowledge and skills. For example, many youth 
listen to faith leaders, while others don’t. Many youth hear prevention messages in 
church or in school, but then hang out with their friends and hear conflicting messages. 
Many have no access to either school or church. We need to make sure that we blanket 
geographic areas with varied prevention modalities, so that all the youth hear the 
messages and can change their behavior accordingly. 

We also need to create effective approaches to older populations, including discordant 
couples, and have them in the same geographic concentration as the youth programs. 
Effectively reaching these populations demands work that is outside the traditional realm 
of public health, such as gender, education and income-generation programs, for 
example. 

We have made great strides to provide both linkages and direct interventions in these 
areas under the expansive existing authorities of the Leadership Act. But we also need to 
evaluate these combination programs with real science to know how best to do them. 
Some things might be good for general development, but if they don’t prevent infections 
in a significant way, they are the purview of USAID and Millennium Challenge 
Corporation (MCC) development programs, not those of PEPFAR. 

As part of the effort to implement innovative prevention programs, while evaluating their 
impact, we are developing several exciting and future-leaning public-private partnerships 
for combination prevention. Part of this effort includes “modularizing” successful 
prevention programs so that the components found to be most effective and easy to 
transfer to other geographic areas can be rapidly scaled up. 

Inteeratine scientific advances 

Part of combination prevention is to rapidly incorporate the latest scientific, clinical 
advances to expand the effectiveness of behavior change programs. As you know, recent 
studies have shown that medical male circumcision can significantly reduce the risk of 
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HIV transmission for men. PEPFAR, working closely with the Gates Foundation, has 
been the most aggressive of any international partner in pursuing implementation. We 
have to be clear that this is not a silver bullet, but rather one part of a broad prevention 
arsenal that must and will be used. We also need to ensure that programs demonstrate 
cultural sensitivity and incorporate ABC behavior change education. 

We need to manage rollout carefully, beginning in areas of high HIV prevalence and with 
those at greatest risk of becoming infected. For example, male circumcision could be 
very important in discordant couples in which the woman is HIV-positive. 

As for other promising biomedical prevention approaches, we are also hoping for more 
scientific evidence on the effectiveness of pre-exposure prophylaxis to prevent infection, 
which could be another valuable tool for most-at-risk populations. Microbicides and 
vaccines still appear to be a long way off. Yet thanks to our wide network of care and 
treatment sites, we will be able to implement these methods rapidly whenever they 
become available - demonstrating again the value of integrated programs. 

Along with these prevention interventions, we are also incorporating the latest scientific 
advances in evaluation. We hope to have markers for incidence - new infections — 
available in the field soon: they have been validated, and we are now awaiting 
calibration. These will make evaluation of prevention programs and our overall impact 
much easier, leading to program improvement and perhaps cushioning against pendulum 
swings. 

Confronting sender realities 

Addressing the distinctive needs of women and girls is critical to effective prevention, as 
well as to treatment and care. Taken as a whole, the Leadership Act specifies five high- 
priority gender strategies: increasing gender equity in HIV/AIDS activities and services; 
reducing violence and coercion; addressing male norms and behaviors; increasing 
women’s legal protection; and increasing women’s access to income and productive 
resources. In FY 2007, a total of $906 million is dedicated to 1,091 interventions which 
include one or more of these gender strategies. In FY 2008, the total is expected to rise to 
approximately $1.03 billion. 

For example, PEPFAR supports the Kenya Federation of Women Lawyers, which 
provides legal advice to people living with HIV/AIDS concerning rape, sexual assault, 
and property and inheritance rights. In Namibia, PEPFAR supports the Village Health 
Fund Project, a micro-credit program that provides vulnerable populations, such as 
widows and grandmothers who care for orphaned grandchildren, with start-up capital for 
income-generating projects. In South Africa, PEPFAR supports the Men as Partners 
project, which tailors behavior change interventions to define masculinity and strength in 
terms of men taking responsible actions to prevent HIV infection and gender-based 
violence. 
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PEPFAR has been a leader in addressing gender issues and has incorporated gender 
across its prevention, treatment and care programs. The Emergency Plan was the first 
international HIV/AIDS program to disaggregate results data by sex. Sex-disaggregated 
data is critical to understanding the extent to which women and men are reached by life- 
saving interventions, and helps implementers to better understand whether programs are 
achieving gender equity. For example, an estimated 62 percent of those receiving 
antiretroviral treatment through downstream U.S. Government support in Fiscal Year 
2007 were women. Girls represent 50 percent of OVCs who receive care. 

Building health systems 

While F1IV/AIDS remains a global emergency, which we are responding to as such, we 
are also focused on building capacity for a sustainable response. As President Bush has 
said, the people of host nations are the leaders in this fight, and our role is to support 
them. Eighty-five percent of our partners are local organizations. 

An important part of that effort is the construction and strengthening of health systems. 
Like the pendulum swing between prevention and treatment, discussions here sometimes 
reflect misconceptions and unsubstantiated opinions on the effect of HIV/AIDS programs 
on the capacity of health systems. Some wonder whether by putting money into 
HIV/AIDS, we’re having a negative impact on other areas of health systems. 

Yet all the data suggest just the opposite. A peer-reviewed paper from Haiti showed that 
HIV resources are building health systems, not siphoning resources from them. A study 
in Rwanda showed that the addition of basic HIV care into primary health centers 
contributed to an increase in utilization of maternal and reproductive health, prenatal, 
pediatric and general health care. It found statistically significant increases in delivery of 
non-HIV services in 1 7 out of 22 indicators. Effects included a 24 percent increase in 
outpatient consultations, and a rise in syphilis screenings of pregnant women from one 
test in the six months prior to the introduction of HIV care to 79 tests after HIV services 
began. Large jumps were also seen in utilization of non-HIV-related lab testing, antenatal 
care and family planning. In Botswana, infant mortality rose and life expectancy dropped 
by one-third because of HIV/AIDS despite significant increases in resources for child and 
basic health by the Government of Botswana. Now, because President Mogae has led an 
all-out battle against HIV/AIDS, infant mortality is declining and life expectancy is 
increasing. 

The reasons for these improvements make sense. For one thing, PEPFAR works within 
the general health sector. When we improve a laboratory to provide more reliable HIV 
testing or train a nurse in clinical diagnosis of opportunistic infections of AIDS patients, 
that doesn’t just benefit people with HIV - it benefits everyone else who comes in 
contact with that clinic or nurse, too. Through September 30, 2007, PEPFAR supported 
nearly 2.6 million training and retraining encounters for health care workers. We plan to 
support nearly 2.7 million training and retraining encounters in FY 2008 alone. In fiscal 
years 2006 and 2007, PEPFAR provided approximately $281 million to support training 
activities. 
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A recent study of PEPFAR-supported treatment sites in four countries found that 
PEPFAR supported a median of 92 percent of the investments in health infrastructure to 
provide comprehensive HIV treatment and associated care, including building 
construction and renovation, lab and other equipment, and training - and the support was 
higher in the public sector than the non-governmental sector. In fact, many of our NGO 
partners are working in the public sector. In Namibia, the salaries of nearly all clinical 
staff doing treatment work and nearly all of those doing counseling and testing in the 
public sector are supported by PEPFAR. In Ethiopia, PEPFAR supports the 
Government’s program to train 30,000 health extension workers in order to place two of 
these community health workers in every rural village; 1 6,000 have already been trained. 
So it is clear where those broader improvements are coming from. We estimate that 
nearly $640 million of Fiscal Year 2007 funding were directed toward systems- 
strengthening activities, including pre-service and in-service training of health workers. 

In Rwanda, for example, these systems-strengthening efforts have enabled us to begin 
using performance-based contracts that resemble the block grants used in our domestic 
treatment programs. 

Another key fact is that in the hardest-hit countries, an estimated 50 percent of hospital 
admissions are due to H1V/A1DS. As effective HIV programs are implemented, hospital 
admissions plummet, easing the burden on health care staff throughout the system. In the 
Rwanda study I just mentioned, the average number of new hospitalizations dropped by 
2 1 percent at 7 sites that had been offering antiretroviral treatment for more than two 
months. 

As the Chair of the Institute of Medicine panel that reviewed PEPFAR’s implementation 
put it, “[OJverall, PEPFAR is contributing to make health systems stronger, not 
weakening them.” 

Furthermore, results from a new study in Uganda indicate that new strategies in treatment 
delivery could substantially reduce mortality among HIV-infected individuals and 
orphanhood, as well as expand health workforce capacity in resource-poor areas. 

Through home-based delivery by lay staff. The AIDS Support Organization (TASO) 
extended treatment to remote rural communities, where limited clinic capacity would 
otherwise have precluded access and compliance. The results are impressive: compared 
with no intervention, the combination of ART and cotrimoxazole was associated with a 
95 percent reduction in mortality in HIV-infected participants, an 81 percent reduction in 
mortality in their uninfected children younger than 1 0 years old, and a 93 percent 
estimated reduction in orphanhood. This reflects the combined effect of improved 
parental health because of treatment and some direct protection against malaria with 
insecticide-treated bed nets in the household (even if not used by the child). 

We know that building health systems and workforce is fundamental to our work, and 
PEPFAR will remain focused on it. We are working to improve our interagency 
coordination on construction, and we recently tripled the amount of resources available 
for pre-service training of health workers. We’ve already trained or retrained 1.7 million 
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health care workers, and we need to continue to expand that number in order to keep 
scaling up our programs. 

‘Connecting the dots’ of development 

At this point, I want to step back and offer a look at a larger picture: the role of PEPFAR 
in ‘connecting the dots’ of development. PEPFAR is an important part of the President’s 
expansive development agenda, with strong bipartisan support from Congress. Together, 
we have doubled support for development, quadrupled resources for Africa, supported 
innovative programs like the MCC, President’s Malaria Initiative (PMI), Women’s 
Empowerment and Justice Initiative (WEJI) and African Education Initiative (AEI), as 
well as more than doubling trade with Africa and providing one-hundred percent debt 
relief to the poorest countries. 

In Haiti, for example, the Emergency Plan works with partner organizations to meet the 
food and nutrition needs of orphans and vulnerable children (OVCs) using a community- 
based approach. The kids participate in a school nutrition program using USAID-Title II 
resources. This program is also committed to developing sustainable sources of food, and 
so the staff has aggressively supported community gardens primarily for OVC 
consumption, and also to generate revenue through the marketing of vegetables. 

In education, we have developed a strong partnership with the President’s African 
Education Initiative, implemented through USAID. In Zambia, PEPFAR and AEI fund a 
scholarship program that helps to keep in school nearly 4,000 orphans in grades 1 0 to 12 
who have lost one or both parents to AIDS or who are HIV-positive, in addition to pre- 
school programs and support for orphans in primary school. Similar partnerships exist 
in Uganda, where PEPFAR and AEI are working together to strengthen life-skills and 
prevention curricula in schools. This program, with $2 million in funding in FY 2007, 
targeted four million children and 5,000 teachers. 

We are also working with the President’s Malaria Initiative and the Millennium 
Challenge Corporation to coordinate our activities in countries where there are common 
programs. In Zambia, by using PEPFAR’s distribution infrastructure, known as RAPIDS, 
PMI delivered nearly 500,000 bed nets between May and November of this year at a 75 
percent savings - and the U.S. Government saved half the remaining cost of nets through 
a public-private partnership led by the Global Business Coalition on HIV/AIDS, 
Tuberculosis and Malaria. In Lesotho, PEPFAR is co-locating our staff with that of MCC 
to ensure that we are jointly supporting the expansion of health and HIV/AIDS services. 

Broadly speaking, PEPFAR is contributing to general development in the following 
ways: 

1) leveraging an infrastructure developed for HIV/AIDS for general health and 
development, as demonstrated by the data from Rwanda, the Zambia malaria initiative, 
and other examples; 

2) supporting aspects of general development activities with a direct and significant 
impact on HIV/AIDS, as demonstrated by OVC education programs, and in aspects of 
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general prevention such as gender equality and income generation if scientific 
evaluations show that they impact significantly on HIV/AIDS; and 3) providing a piece 
of a larger approach, for example by supporting the HIV/AIDS component of Ethiopia’s 
community health worker project. 

When President Bush called for reauthorization of the Leadership Act, he emphasized the 
need to better connect the dots of development. The Leadership Act provides us with 
expansive authorities for such work, and we are constantly trying to improve our efforts. 

But let me candidly make clear our view of the appropriate limits of PEPFAR’s role. 
While we want to connect dots, PEPFAR cannot and should not become USAID, MCC, 
PMI, or any of its sister initiatives or agencies. Nearly every person affected by 
HIV/AIDS could certainly benefit from additional food support, greater access to 
education, economic opportunities and clean water, but so could the broader communities 
in which they live. We must coordinate with other development programs, but we 
cannot, and should not, become them. PEPFAR is part of a larger whole. Congress got 
this right in the original legislation, and that is the right position going forward. 

Improving indicators and reporting 

As we improve the linkages between our programs and other related areas of 
development, we also need to do a better job of measuring the impact and outcomes of 
our programs. We need to know not just the number of people that we support on 
treatment, but also what impact that is having on morbidity and mortality. We need to 
know not only how many infections we’re averting, but also how we’re doing at 
changing societal norms such as the age at sexual debut, the number of multiple 
concurrent partnerships, or the status of women. To do this, we have instructed our 
technical working groups to develop a new series of impact indicators, in consultation 
with implementers and other interested groups. These new indicators should be 
completed by early next year, and we will then incorporate them into our planning and 
reporting systems. 

Of course, not all of the new indicators will be reported up to headquarters - we don’t 
need all that information, and we don’t want to burden our staff in the field with more 
reporting requirements. But we believe they will be useful to the country teams as they 
plan and evaluate their own programs, giving them a better idea of the impact they’re 
having and where improvements can be made. 

We believe that kind of information can improve the overall quality of programs and 
potentially reduce the demands on one of our most valuable assets - our U.S. 

Government staff in the field, both American citizens and Locally Employed Staff. Our 
Staffing for Results initiative also seeks to ensure that we have the right people in the 
right place in each country so that we can avoid unnecessary duplication of work and 
make the best use of our extraordinary human resources. 


A noble and ennobling work 
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Madame Chairwoman, Representative Wolf, and Members of the Subcommittee, through 
PEPFAR and our broader development agenda, the American people have engaged in 
one of the great humanitarian efforts in history. Through this partnership, people of 
distant lands have a new window into the hearts of Americans. They know what we 
stand for when we stand with them. Nothing could send a clearer message to our partners 
around the world in fighting the HIV/AIDS pandemic than prompt reauthorization of 
PEPFAR, and the President has made clear his intention to do just that. We are 
encouraged by the recent mark up in the House Foreign Affairs Committee of the “the 
“Tom Lantos and Henry J. Hyde United States Global Leadership Against HIV/AIDS, 
Tuberculosis, and Malaria Reauthorization Act of 2008,” and we look forward to working 
with you for bipartisan support and final passage. 

One year ago, I was in rural east Africa. With the power lines hidden in the mist of 
daybreak, the town seemed to be set hundreds of years ago - streams of people, robed in 
white, riding or walking their camels and donkeys to market or morning prayers. We 
visited a clinic there, where the American people are supporting life-giving care and 
treatment. The head of the clinic, who was also one of the four town elders, mentioned 
“PEPFAR” a few times. Acronyms are not as common in rural Africa as Washington so 
I asked him what PEPFAR meant - expecting him to say “the President’s Emergency 
Plan for AIDS Relief’. He said, “PEPFAR means the American people care about us” - 
the American people care about us. In rural Namibia, a brilliant young doctor ended a 
detailed and clinically impressive presentation on the scale-up of prevention, treatment 
and care they had accomplished with PEPFAR support with a slide that read “God bless 
America.” 

In the new era of development, we too have a new window into the hearts, cultures and 
abilities of our global brothers and sisters. The time is long past to discard notions of 
“donors” and “recipients,” notions that we are coming to help poor, uneducated people, 
notions that chronic health care is not possible in resource-poor settings. While poor in 
resources, these distant lands are rich in some of the most talented, dedicated and 
compassionate people in the world. Those whom we think have nothing, give everything 
they have and everything of themselves for others. We are partners with many thousands 
of heroes, and even a few saints. 

Finally, as President Bush has said, the new era of development is good for our national 
character, our national soul. When we base our policies and politics in the dignity and 
worth of every human life and dedicate ourselves to the service of others, we are 
dignified and have a great dignity of purpose. 

We are, together, embarked on great works of goodness. This noble and ennobling work 
has only just begun. Working together through the power of partnerships, everything is 
possible. 
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Mrs. Lowey. Thank you. Dr. Hill. 

Mr. Hill’s Opening Statement 

Mr. Hill. Congresswoman Lowey, Representative Wold, other 
distinguished members of the committee, I am delighted to have 
the opportunity to testify on the fiscal year 2009 Child Survival 
and Health, CSH, budget request. But before I begin, on behalf of 
my staff at USAID and the people we serve, I want to affirm the 
very strong leadership of this committee and thank members of 
Congress for your longstanding and enthusiastic support for health 
programs. I am also pleased to say that it is always an honor to 
testify with my good colleague and friend, Ambassador Mark 
Dybul. We spend a lot of time together working on the issues we 
are talking about here today. 

Indeed, as Congresswoman Lowey indicated in her opening re- 
marks, there has been a tremendous increase in funding for health 
during this administration. Let me specify what this means for 
USAID. In 2000, USAID managed just over a billion dollars in 
health programs. Today, at least for 2008, that number for USAID 
was about 4.8 billion dollars, which we estimate the breakdown to 
about 2.6 billion or so coming from Ambassador Dybul, some of 
that went on to the Global Fund, four hundred million of health 
funding and other accounts, not CSH accounts at all, and, of 
course, the 1.8 billion dollars in child survival health funding from 
Congress. And I will be testifying today primarily on the 2009 re- 
quest, which is indeed lower, at 1.58 billion dollars. 

USAID’s global approach to health focuses on the development 
and the delivery of low-cost, high-impact interventions that can 
reach children and adults in poor countries, to prevent and treat 
the leading killers, such as TB, pneumonia, diarrhea, malaria, mal- 
nutrition, and other diseases, and, of course, HIV. USAID has a 
proven track record in global health. Infant and child mortality 
rates are decreasing measurably with global child deaths, reaching 
a new low of 9.7 million according to a UNICEF report in Sep- 
tember of last year and that 9.7 million number was for 2006. To 
get some perspective on that, you need to compare that 9.7 million 
who died to about 13 million children who died in 1990. And 
UNICEF began to collect these statistics in 1960. That number for 
2006 represented the lowest we have ever recorded. So although we 
have a long way to go, we can at least say with some certainty that 
the interventions that we are doing work and can make a big dif- 
ference. And, of course, the population is larger and yet the amount 
who have died is lower. 

Our support has helped to reduce under five-mortality in about 
30 countries. But, unfortunately, we have reduced maternal mor- 
tality in only about 10 countries. In just its second year of oper- 
ation, the President’s Malaria initiative, PMI, reached about 25 
million persons and is already beginning to show reduced malaria 
burden in poor countries, and I will talk just a bit more about that 
in a few moments. 

USAID has played a key role in developing, testing, and intro- 
ducing new interventions and technologies that have saved count- 
less lives. And the research that was done and that we piloted and 
we rolled out includes oral rehydration therapy, Vitamin A, zinc 
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treatment for children, treatment for diarrheal diseases, and water 
disinfection technology. These are not expensive interventions and 
they made a huge difference. 

Our health categories are sometimes seen as separate and dis- 
tinct and, as Ambassador Dybul is saying, in fact, the reality is 
quite different. USAID integrates its program, especially at the 
community level, with an approach that increases the affordability 
and sustainability of our interventions. We provide, for example, 
broad support for both anti-natal care and community-based health 
platforms, and these platforms from which family planning, child 
vaccinations, malaria control, HIV/AIDS, and other important 
interventions are delivered in a consolidated fashion. Our programs 
also work together to strengthen drug management, supervision, 
quality assurance systems, and other critical health systems need- 
ed to deliver basic public health services. 

Appropriated funding for the CSH account, now called the Global 
Health and Child Survival account, has been increasing dramati- 
cally in recent years thanks to congressional support that recog- 
nizes these on-the-ground successes of U.S. aid programs. Due to 
stringent budget constraints and competing priorities, our fiscal 
year 2009 request of 1.58 billion dollars is, in fact, a decrease over 
what was enacted in 2008 of 1.8 billion dollars. Still, we feel this 
is a request that will have broad public health impact and will en- 
able us to continue to exert our leadership in international health. 
And perhaps, we can talk more about this issue in the question and 
answer. 

Even under our constrained budget environment, CSH has the 
highest funded technical sector in the USAID budget and the USG 
remains the largest bilateral donor for health assistance in the 
world. To maximize the impact of our health resources, USAID is 
leveraging monetary contributions, information, ideas, and tech- 
nology from the private sector. These private-public partnerships 
have dramatically increased our impact. Let me give you an exam- 
ple. Last year, the PMI leveraged private sector resources to pro- 
vide eight million insecticide treated mosquito nets in four coun- 
tries. Others have extended treatment for pneumonia, delivered 
fortified foods, and put the world on the brink of polio eradication. 

With the funding provided by Congress in 2008, the Child Sur- 
vival and Maternal Health component of what we do has had the 
opportunity to develop a new five-year strategy. And I think you 
will find this interesting. We plan to focus the major share of those 
resources in about 30 USAID-assisted countries that represent at 
least 50 percent of all the maternal and child deaths worldwide. 
And here is the goal. We will work with these priority countries to 
achieve an average 25 percent reduction of maternal and under-five 
mortality, as well as, we hope, a 15 percent reduction of child mal- 
nutrition in at least 10 of them. At the same time, to help address 
the human resource crisis in these countries, we are making an 
historic commitment to increase by, at least 100,000, the number 
of trained, equipped, and supervised community health workers 
and volunteers serving at primary care and community levels. This 
new strategy will be continued in fiscal year 2009 with a 370 mil- 
lion dollar request for the Child Survival and Maternal Health 
component of the CSH funding. In family planning and reproduc- 
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tive health, the request from all accounts was 328 million and from 
the CSH account about 302 million. We will still, even at that rate, 
remain the largest bilateral donor in the world. 

Since 2002, we have more than doubled the funding directed to 
high need countries in Africa. In Africa, our programs typically are 
integrated closely with maternal and child health programs, with 
a special focus on postpartum family planning. In countries where 
HIV/AIDS prevalence is high, efforts are made to improve access 
to services by HIV positive women and couples. 

The HIV/AIDS 2009 CSH request is 342 million dollars and that 
will support work in 90 countries outside of the 15 PEPFAR focus 
countries. These non-focus or other bilateral countries account for 
about 50 percent of the HIV infections worldwide. USAID works 
very hard to integrate these CSH non-focus HIV programs with 
other USAID health and development programs and, of course, the 
strategy for the implementation of that is done under the direction 
of Ambassador Dybul. In some of these countries, USAID is the 
only USG presence addressing the epidemic, providing a lifeline for 
those infected and affected by the disease. With the generous in- 
crease in funding provided by Congress for the international tuber- 
culosis control, USAID will scale up interventions, talking about 

2008 here, for MDR and extensively drug resistant TB. Additional 
funding will be targeted to countries with performance in either 
case detection or treatment outcomes. This strategic approach will 
be continued in the 2009 85 million dollars request for TB pro- 
grams under the CSH account. Another 12 million is anticipated to 
be spent from other accounts. 

Progress in scaling malaria prevention and control interventions 
by PMI and our international partners has been dramatic. This is 
one of those places where the increases really have occurred, in ad- 
dition to HIV. There is now growing optimism with the national 
malaria control programs and partners that malaria in Sub-Sahara 
Africa can be controlled. The fiscal year 2009 request of 385 million 
dollars from all accounts and 300 million from CSH for malaria 
meets the funding pledged by the President when he accounted 
PMI in 2005. 

Coming to the end here, we have a 25 million dollar fiscal year 

2009 request for neglected tropical diseases, which will expand the 
program launched by Congress, which in its first full year, deliv- 
ered about 35 million treatments in four countries to 14 million 
people. The new presidential initiative will dramatically expand 
this to 300 million persons in 30 countries at a price tag of 350 mil- 
lion dollars over five years. We will begin to scale up soon. 

USAID is also intensely focused on the simultaneous efforts of 
preempting the emergence of pandemic capable virus, Avian influ- 
enza, and assisting countries to prepare for the potential of a pan- 
demic. In the last two-and-a-half years, and partly because of the 
support of Congresswoman Lowey, USAID has spent 335 million 
dollars, including 115 million last year. And, as she pointed out, 
the request for this year is 50 million dollars that we will focus 
largely on three countries, which have shown the greatest imme- 
diate potential for initiating the pandemic, if it happens Indonesia, 
Egypt, and Vietnam. USAID remains the major contributor to ap- 
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proaches that strengthen key elements of health systems, doing so 
in ways that link these investments to improved health outcomes. 

I think Americans can be proud that millions are alive and 
healthy because their tax dollars were wisely and compassionately 
used abroad. The need for continued United States global health 
leadership is important and apparent. Thank you, again, for your 
continued support and the opportunity to testify before you today. 

[The information follows:] 
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FY 2009 CHILD SURVIVAL AND HEALTH (CSH) BUDGET REQUEST 


Chairwoman Lowey, Representative Wolf, distinguished members, thank you for 
inviting me to testify on the FY 2009 Child Survival and Health (CSH) budget request. 
Before I begin, on behalf of my staff at USAID and the people we serve, 1 want to 
commend the strong leadership of this Committee, and thank members of Congress for 
your longstanding support of health programs. 

U.S. development assistance has brought dramatic improvements in health to much of the 
developing world in the last 50 years including, marked declines in infant and child 
mortality, a narrowing of the gap between desired and actual family size, and increases in 
life expectancy that almost match the rates of developed countries, particularly in some 
countries in Asia and Latin America. 

We have seen a tremendous increase in funding for health during this Administration. In 
2000, USAID managed just over $1 billion in health programs. In 2008, the number is 
over $4.8 billion in health. This includes the $2.6 billion of the President’s Emergency 
Plan for AIDS Relief (PEPFAR) that USAID manages, the $400 million of health 
funding in other accounts, and the $1 .8 billion in CSH. Today, I will testify only on the 
FY 2009 CSH budget request. 

USAID’s global approach to health focuses on the development and delivery of low-cost, 
high-impact interventions that can reach children and adults in poor countries to prevent 
or treat leading killers like tuberculosis, pneumonia, diarrhea, malaria, malnutrition, and 
other diseases. 

USAID has a proven track record that has contributed to impressive reductions in child 
and maternal mortality. Infant and child mortality rates are decreasing dramatically, with 
global child deaths reaching a record low of 9.7 million deaths in 2006, falling from 13 
million in 1990, according to a United Nations Children’s Fund (UNICEF) report 
released September 13. It is the lowest level since record keeping began in 1960. Our 
support has helped to reduce under-five mortality in almost 30 countries and maternal 
mortality in ten countries. In just its second year of operation, the President’s Malaria 



550 


Initiative (PMI) reached over 25 million persons and is already beginning to show 
reduced malaria burden in four countries. 

USAID has also played a key role in developing, testing, and introducing new 
interventions and technologies that have saved countless lives including, oral rehydration 
therapy, vitamin A, zinc treatment for child diarrheal illness, and "point-of-use" (POU) 
water disinfection technologies. 

Our health categories are sometimes seen as separate and distinct. But USAID integrates 
our programming to the fullest extent possible - an approach which increases the 
affordability and sustainability of our global efforts to tackle these important public 
health challenges. For example, we are making substantial progress integrating our 
programs for women and children and building consolidated platforms such as antenatal 
care and community-based distribution approaches for family planning, child 
vaccinations, malaria control, HIV/AIDS, and other important health interventions. Most 
of our missions already support integrated maternal and child health/family planning 
(MCH/FP) and malaria programs, and help to build broad-based health systems. These 
programs strengthen drug management, supervision, community outreach, and other 
critical systems needed to deliver basic public health services. 

By strengthening and building upon common service delivery platforms, we help to 
support the specific goals of high-intensity initiatives like PEPFAR and PMI, and 
therefore advance countries’ abilities to deliver the full range of health services. 

Appropriated funding for the CSH account, which was under Global Health and Child 
Survival (GHCS) in FY 2008, has been increasing dramatically in recent years thanks to 
Congressional support that recognizes the on-the-ground successes of USAID’s health 
programs. Due to stringent budget constraints and competing priorities, our FY 2009 
request of $1.58 billion is a decrease from the FY 2008 enacted level of $1.8 billion. We 
believe this request takes into account past successes and current priorities. It will 
continue to have broad public health impact and enable the USG to continue to exert 
leadership in international health. CSH is the highest-funded technical sector in the 
USAID budget, and the USG remains the largest bilateral donor for health assistance in 
the world. 

Of the $1 .58 billion CSH request, $385 million supports the President's Malaria Initiative 
(PMI) to provide prevention and treatment in 1 5 countries severely burdened by malaria 
and other priority malaria programs; $370 million is for life saving interventions for 
children and mothers, including immunizations, newborn and post-partum care; and $302 
million is for high-quality, voluntary family planning. The request also includes $85 
million to help control tuberculosis (TB) in high burden countries and to help stem the 
spread of multi-drug resistant TB; and $25 million is to launch the President’s new 
Neglected Tropical Disease (NTD) initiative. 

To maximize the impact of our health resources, USAID is leveraging monetary 
contributions, information, ideas, technology from the private sector. These public- 
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private partnerships have dramatically increased our impact. Last year PMI leveraged 
private sector resources to provide 8 million insecticide-treated mosquito nets in four 
countries, bringing the bed net ownership rate above 50 percent for the first time. 
Partnerships in maternal and child health have extended treatment for pneumonia, the 
leading killer of children. 

The polio initiative is the largest public-private partnership we implement today, drawing 
on the combined resources and skills of governments, communities, non-governmental 
and faith-based groups, international organizations, and multilateral, bilateral, and private 
donors. This type of partnership lies at the heart of the U.S. Government’s global health 
strategy, and at USAID, we are leading the U.S. Government's efforts to make 
partnerships a bigger part of the U.S. assistance package. 

Partnership is also the cornerstone of the new Presidential initiative on Neglected 
Tropical Diseases. This initiative will build on the very successful program begun with 
the support of Congress last year. In addition to delivering over 35 million treatments 
benefiting over 14 million people, USG funding is leveraging hundreds of millions of 
dollars worth of drugs through generous donations of drugs from several pharmaceutical 
companies. 

USAID is the world leader in engaging the private sector - mobilizing ideas and 
resources, skills and technologies. To expand our network in the for-profit world, our 
Global Development Alliance has built more than 500 public-private alliances with over 
1,800 partners - using Si. 4 billion of the American people's money to leverage $4.8 
billion in private money, and leveraging the work of thousands of people in the process as 
well. 

Congressional support of USAID programs in child survival, maternal and neonatal 
health, family planning and reproductive health, immunization, polio, nutrition, control of 
diarrheal illness, malaria, tuberculosis control, neglected tropical diseases, avian 
influenza, and research has been crucial in achieving important successes. 

Child Survival and Maternal Health: USAID obligations of more than $ 1.5 billion 
over the past five years have supported substantial reductions in under-five and maternal 
mortality, using proven interventions such as vaccinations to prevent life-threatening 
childhood infections including measles and tetanus, vitamin A supplementation 
programs, and prompt treatment for pneumonia and diarrhea (ORS and Zinc). All efforts 
in the developing world, including those of U.S. and the countries themselves, have 
resulted in the saving of an estimated seven million lives of children under age five each 
year, compared with the 1980s. 

In FY 2009, the request for Child Survival and Maternal Health (CS/MH) is $370 million 
from the CSH account which is a reduction from the FY 2008 appropriated level of $446 
million. At this level, we will be able to build upon our new strategic approach for 
CS/MH program, which is outlined below. 
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USAID’s Strategic Approach for CS/MH: USAID will focus the major share of these 
resources in approximately 30 USAID-assisted countries that represent at least 50% of 
maternal and child deaths worldwide. These countries are characterized by: 

- the highest numbers and rates of child deaths; 

- commitment of the host country' government to work with partners and civil society 
for accelerated reduction of maternal and under-five mortality; 

- capacity of the USAID mission and the country to manage and program increased 
resources; and 

- opportunities to interact with other resources, including other USG investments such 
as Title II, PMI, and PEPFAR, and our own emergency programs, as well as the 
investments of other donors, multilateral agencies, the Global Fund, the Global 
Alliance for Vaccines and Immunization, and others. 

Given the political, cultural, and epidemiological context, as well as the available 
resources and infrastructure, a deliberate process to determine the best mix of key 
interventions must occur for each priority country. Through our Missions and regional 
Bureaus, we will work with these priority countries to achieve and sustain the greatest 
possible reduction of maternal and child mortality and malnutrition through programs 
that: 

• identify and scale up the high impact interventions most relevant to the country; 

• strengthen health systems and the human capacity to support and sustain 
improved child health outcomes; 

• link water and sanitation investments to improved children’s health; 

• complement other USG, donor, and host country resources; and, 

• in post-conflict settings like Liberia, Democratic Republic of Congo, and southern 
Sudan, extend basic services as quickly as possible while rebuilding the 
foundations of health systems. 

By 2013, we aim to achieve an average 25 per cent reduction of maternal and under-five 
mortality in these 30 priority countries, as well as an average 1 5 per cent reduction of 
child malnutrition in at least 10 of these countries. 

At the same time, we recognize the critical human resource constraints on progress in 
many countries. We plan to increase by at least 100,000 the number of trained, equipped, 
and supervised community health workers and volunteers serving at primary care and 
community levels in these priority countries. This measurable health system indicator 
will provide and extend critical health services in the countries and communities that 
need them most. The success of these community health workers and volunteers will 
depend upon a health system that can deliver the necessary interventions and 
commodities but also ensure quality of care and retention of these workers. 

Family Planning and Reproductive Health: The FY 2009 CSH funding request for 
family planning and reproductive health of $301 million is less than the appropriated 
levels of recent years. (When amounts are added in from other funding accounts, the 
Administration is requesting a total of $327 million) At the request level, the USG will 
remain the largest bilateral donor for family planning and reproductive health in the 
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world. Family planning and reproductive health remains among the four highest-funded 
programs in the USAID health portfolio. 


USAID’s family planning program is designed to expand access to and use of high- 
quality, voluntary family planning services/information/reproductive health care, with the 
objective of reducing unintended pregnancy, decreasing abortion, and improving 
maternal and child health and survival. Our program strongly emphasizes method choice 
and includes a mix of contraceptives that are country appropriate and include long-acting 
and permanent methods, injectibles, pills, and fertility awareness options, sometimes 
known as natural family planning. We are fully committed to informed choice and to 
ensuring that family planning users know the risks and benefits of the method they 
choose. Since 2002, we have more than doubled the funding directed to high-need 
countries in Africa. In Africa, our programs are typically integrated closely with 
maternal and child health programs, with special focus being placed on post-partum 
family planning. In countries where HIV/AIDS prevalence is high, efforts are made to 
improve access to services by HIV-positive women and couples through family planning 
wrap-around programs. 

USAID-supported voluntary family planning programs have been successful in 
increasing access to and use of modem contraceptives in all regions of the world. 

USAID supports these contraceptive options with a range of activities to advance service 
delivery, the quality of the care and counseling, and the effectiveness and sustainability 
of family planning programs. Since our program began in 1965, the use of modem 
family planning methods in the developing world, excluding China, has increased by a 
factor of four, from less than 10 percent to 42 percent. In the 28 countries with the 
largest USAID-supported programs, the average number of children per family has 
dropped from more than 6 to 3.4. Moreover, abortion rates have declined markedly in 
Eastern Europe and Eurasia where family planning services have been made more 
accessible. Even with these impressive successes, unmet need remains high, especially in 
the poorest countries of the world. 

HIV/AIDS: In FY 2009, the request for HIV/AIDS within the CSH account is $342 
million, which is a reduction of $5 million from the FY 2008 appropriated level. 

These resources support HIV/AIDS activities in about 90 countries outside the 1 5 
PEPFAR focus countries. These “non-focus” or other bilateral countries account for 
about 50 percent of HIV infections worldwide. USAID works very hard to integrate 
these CSH non-focus HIV programs with other USAID programs in each country. In 
some of these countries, USAID is the only USG presence addressing the HIV/AIDS 
epidemic. This is a lifeline for those men, women, and children infected and affected by 
the disease. 

These resources support the PEPFAR goals by providing technical assistance to non- 
focus countries for HIV/AIDS though programs on Abstinence and Be Faithful 
(AB), condoms (C), prevention of mother-to-child transmission (PMTCT), injection 
safety, palliative and orphan care, and for treatment. These funds also support PEPFAR 
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by identifying practical solutions to important issues facing HIV/AIDS programs 
worldwide in extremely resource-constrained settings. 

One of USAID’s core strengths is its ability to support multisectoral responses to 
HIV/AIDS that address the widespread impact of the disease outside the health sector in 
high-prevalence countries. In these countries, USAID is supporting programs in areas 
such as agriculture, education, and economic development. These programs “wrap 
around” HIV/AIDS interventions and mutually support the objective of reducing the 
impact of the pandemic on nations, communities, families, and individuals. 

Tuberculosis Control: In FY 2009, the request for CSH is $85 million for TB. USAID 
also requests $13 million in funding for TB from other accounts, making the total request 
$97 million. This is a reduction from the FY 2008 appropriated level of $153 million 
(including other accounts). Our program will continue to focus on the countries with the 
greatest need, helping countries to build effective programs to combat and control TB. 

USAID supports TB programs in 37 countries, focusing particularly on 19 of these 
countries which primarily have high TB burden, and/or high priorities due to MDR TB or 
TB/HIV. In just two years, the progress in these focus countries has been substantia] 
with the average case detection rate increasing from 49% to 55% and the treatment 
success rate increasing from 78% to 81%. Our programs support the expansion and 
strengthening of basic TB programs or DOTS (Directly Observed Therapy, Short 
Course) as the key intervention for preventing the emergence of drug-resistant TB. 

In addition to our work to help countries strengthen their basic TB programs, USAID has 
also been a global leader in addressing MDR TB, and actively worked with our in- 
country and international partners to support MDR programs, drug-resistance data 
collection, and the Green Light Committee which helps ensure that countries have 
effective programs to manage MDR TB patients and provide access to second-line drugs. 
We have moved quickly to support drug-resistance surveys and build laboratory capacity 
to detect resistant strains, procure equipment and supplies, expand country-level 
programs to treat MDR TB patients, and increase information and communication 
activities to raise awareness of TB and to stimulate demand for services. 

With the generous increase in funding provided by Congress, USAID will scale-up 
interventions to respond to and prevent MDR TB and extensively drug-resistant TB 
(XDR TB). USAID’s strategic approach supports the Global MDR/XDR Response Plan 
developed by WHO last year, as well as the Global Plan to Stop TB issued by the Stop 
TB Partnership in early 2006. Consistent with these global strategies, the highest priority 
for USAID in responding to MDR/XDR is to help countries build high quality DOTS 
programs. 

The additional funding provided by Congress in FY 2008 will be targeted to countries 
with weak performance in either case detection or treatment outcomes - key indicators 
for effective TB programs, or that have a high burden of MDR/XDR TB. These include: 
Ethiopia, the Democratic Republic of Congo, Nigeria, South Africa, Afghanistan, 
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Bangladesh, India, Indonesia, Pakistan, Russia, and Ukraine. Results expected include: 
increases in case detection and treatment outcomes; increased numbers of MDR/XDR 
patients identified and put on treatment; better data on the extent of MDR/XDR TB, 
including drug resistance survey data from more countries in Africa, which is woefully 
lacking; and expanded laboratory capacity, particularly in Africa. 

Malaria: Announced in June 2005, the PMI represents an historic five-year expansion of 
U.S. Government resources to fight malaria in the region most affected by the disease. 

At least one million infants and children under age five in Sub-Saharan Africa die each 
year from malaria - one approximately every 30 seconds. In addition to the $80 million 
USAID manages each year for malaria programs ($400 million from 2006-2011), the 
President committed an additional $1.2 billion in malaria funding to the PMI with the 
goal of reducing malaria-related deaths by 50 percent in 15 focus countries. This will be 
achieved by expanding coverage of highly effective malaria prevention and treatment 
measures to 85 percent of the most vulnerable populations — children under five years of 
age and pregnant women. This package of high impact interventions includes: 
insecticide-treated mosquito nets (ITNs), indoor residual spraying (IRS) with 
insecticides, intermittent preventive treatment for pregnant women (IPTp), and 
artemisinin-based combination therapy (ACT). 

The FY 2009 funding request for malaria is $385 million, including $300 million to 
continue support of the PMI in the 1 5 focus countries. This request matches both the FY 
2008 appropriated level and the funding plan pledged by the President when he 
announced the initiative in 2005. 

In 2006, its first year of operation, the PMI reached about six million persons in its first 
three target countries -Angola, Tanzania, and Uganda - with malaria prevention or 
treatment services. In 2007, the PMI expanded to Malawi, Rwanda, Senegal and 
Mozambique and began activities in the final eight initiative countries, reaching over 25 
million persons. These final target countries are: Benin, Ethiopia, Mali, Ghana, Kenya, 
Liberia, Madagascar, and Zambia. 

In just two years the impact of these interventions is already being seen in several PMI 
countries: 

■ In Zanzibar, the percentage of children who had positive blood smears for malaria 

dropped from 20 percent in 2005 to less than 1 percent following large-scale 
distribution of long-lasting ITNs and indoor residual spraying; 

■ In Muleba District on the mainland of Tanzania, a 37-percent reduction in 

positive blood smears for malaria was observed following a large-scale 
indoor spraying program; and 

■ In Malawi, insecticide-treated net coverage has increased rapidly over the past 

several years. A 2007 household survey in six of Malawi’s 27 districts 
showed a 43% reduction in severe anemia in children aged 6 to 30 months, 
when compared with 2005. 
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The PMI continues to leverage private sector support, and more than eight million long- 
lasting insecticide-treated mosquito nets are being distributed through PMI public-private 
partnerships. For example, in partnership with Malaria No More, PMI was able to 
distribute 2.3 million nets in Uganda. In Zambia, PMI joined with PEPFAR and the 
Global Business Coalition to distribute 500,000 nets through home-based care programs 
serving people affected by HIV/AIDS. 

Progress in scaling up malaria prevention and control interventions by all partners has 
been dramatic. There is now growing optimism within national malaria control programs 
and partners that malaria in sub-Saharan Africa can be controlled. 

Neglected Tropical Diseases (NTDs): The FY 2009 funding request for neglected 
tropical diseases of $25 million is $10 million higher than the FY 2008 appropriated level 
of $15 million. This increase will allow USAID to begin implementation of the new 
Presidential initiative on NTDs. 

When the U.S. Congress launched the USAID integrated NTD control project in 2006, it 
represented one of the first large-scale efforts to integrate existing disease-specific 
treatment programs to care for millions of the world’s poorest people. These diseases 
stunt the physical and cognitive development of children, contribute to malnutrition, can 
cause blindness, and have other disabling effects. In its first full year, the USAID 
program distributed more than 36 million treatments to more than 14 million people in 
four countries in Africa. The project is now working with local partners and Ministries of 
Health to provide mass drug administration in eight countries, including Burkina Faso, 
Ghana, Mali, Niger, Uganda, Sierra Leone, southern Sudan, and Haiti. It is anticipated 
that another two countries will be added this year. The U.S. has quickly become a global 
leader in the field of integrated NTD control. 

The new Presidential Initiative for NTD Control proposes to make a total of $350 million 
available over five years to provide integrated treatment to more than 300 million people 
in 30 countries in Africa, Asia, and Latin America. The initiative will build on the 
existing USAID program for NTDs and will target seven major diseases: lymphatic 
filariasis (elephantiasis); schistosomiasis (snail fever); trachoma (eye infection); 
onchocerciasis (river blindness); and three soil-transmitted helminthes (STHs - 
hookworm, roundworm, whipworm). Evidence suggests that with sustained treatment of 
these diseases for 3-5 years, these diseases may be eliminated as a public health threat. 

The Initiative will leverage hundreds of millions of dollars worth of drugs from the 
pharmaceutical industry as all but one of the drugs needed to treat the targeted diseases 
are donated. This Initiative will go a long way to addressing the global burden of NTDs. 

Avian and Pandemic Influenza: USAID is intensely focused on the simultaneous 
efforts of pre-empting the emergence of a pandemic-capable virus and assisting countries 
to prepare for the potential of a pandemic. Over the past two-and-a-half years USAID has 
programmed $355 million in support of avian and pandemic influenza activities in 54 
countries. The FY 2009 funding request for Avian and Pandemic Influenza of $50 million 
is less than the FY 2008 appropriated level of $1 15 million. With the resources requested 
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in FY 2009, USAID would concentrate its focus on 3 countries which have shown the 
greatest immediate potential for initiating an influenza pandemic - Indonesia, Egypt, and 
Vietnam. Together these countries would receive about 60 percent of USAID’s AI 
FY 2009 resources. 

USAID would continue efforts initiated in 2008 with a coalition of UN system partners, 
the International Federation of Red Cross and Red Crescent Societies, non-governmental 
organizations, and the private sector to develop country-level plans to limit excess 
mortality that would occur during a pandemic. About 40 percent of our AI funds would 
be targeted to support these efforts. 

Since 2005, USAID has achieved significant success in its efforts to control the spread of 
the avian flu virus in 54 “at risk” countries. In 2007, the overall size and number of 
outbreaks in Europe, Eurasia, Africa, and most of Asia were significantly below those 
recorded in 2006. 

Integration: As I noted in my introduction, we recognize the important positive 
connections among voluntary family planning and birth spacing, good maternal and 
newborn care, and child health and nutrition programs in terms of health outcomes for 
women and children. To achieve these synergies, and at the same time build strong and 
cost-effective platforms for broader primary health care services, we implement 
integrated maternal-child health and family planning programs in almost all countries 
where we work. 

One example is the delivery of antenatal, delivery, and post-partum care services. We 
know that good antenatal care - including promotion of adequate nutrition and anemia 
prevention, detection and treatment of infections and complications, and planning for 
adequate care at birth - can have important positive effects on outcomes for both women 
and their babies. It is also an important opportunity to begin discussing family planning 
options for women who want to delay a future pregnancy, which will help preserve their 
health and that of their infants. In areas where malaria is prevalent, we promote antenatal 
care as a key opportunity to provide anti-malarial treatment and promote use of 
insecticide-treated nets, protecting women from anemia and illness, and protecting their 
unborn children from the low birth weight caused by maternal malaria infection. In areas 
where HIV is prevalent, antenatal care is one of the best opportunities to offer testing and 
counseling services and identify mothers requiring anti-retroviral treatment or prevention 
of mother-to-child transmission of HIV (PMTCT). 

High quality care at delivery is one of the most critical interventions for the survival and 
health of mothers and newborns; it prevents or resolves life-threatening complications 
and provides essential immediate care to newborns who need it. It also provides a key 
opportunity for PMTCT. We are now increasingly extending care into the post-partum 
period, allowing for the detection and treatment of serious maternal and newborn 
complications and better promotion of breastfeeding and essential newborn care. It 
allows us the opportunity to conduct early infant diagnosis and start cotrimoxazole 
preventive therapy which has integrated benefits for HIV-exposed children of prevention 
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of death from pneumonia, TB, and malaria. This post-partum period is also one of the 
most important opportunities to counsel women in voluntary family planning methods. 
Thus, in practice, our MCH/FP programs are delivered holistically, giving greater impact, 
greater sustainability, and greater support for other important health programs. 

The same is true for the community-based program approaches that we support in areas 
where formal health services cannot meet all basic health needs. We support outreach 
programs that often deliver multiple interventions including immunization of mothers and 
children, vitamin A and iron supplements, insecticide-treated bednet distribution, and 
antenatal care. We support community health worker and social marketing programs that 
often deliver family planning advice and commodities, condoms, and information for 
HIV prevention, oral rehydration, and increasingly treatment for malaria and other child 
illnesses. We support programs for women’s groups which promote family planning, 
breastfeeding and child nutrition, and birth planning; these groups often engage in 
income-generating and micro-finance activities that enhance their effectiveness and 
influence in their communities. 

Such integrated approaches reap the benefits of synergies among specific interventions 
and parts of our health programs. They also maximize the potential for sustainability by 
making the most effective use of each contact of services with families. 

Research: USAID undertakes targeted research in assessment, development, and 
introduction across its global health portfolio which is integral to USAID’s ability to 
achieve its health and development objectives worldwide. USAID is a leading supporter 
of operations, biomedical, and social science research, and also promotes innovative 
technology and program development. Working in partnership with over 70 host country 
governments where USAID is active, public and private sector agencies, and 
nongovernmental organizations, USAID assesses local health conditions, develops and 
adapts appropriate health products and interventions, and supports their field testing and 
introduction. 

In the past year, USAID research partners established that newborn vitamin A dosing 
reduced chances of dying before 6 months by 15% in Bangladesh. In January 2008, The 
Lancet published research funded by USAID which showed that treating children with 
severe pneumonia at home is just as effective as treating them in hospitals. This evidence 
could significantly change the way the illness is managed in developing countries, saving 
a significant number of lives every year, and taking pressure off health systems. 

Current USAID-supported research is studying community-level prevention, diagnosis 
and management of newborn infection, community management of severe pneumonia 
including the contribution of zinc in the treatment of severe pneumonia, effectiveness and 
feasibility of integrated management of fever (malaria and pneumonia) at the community 
level with the aid of rapid diagnostic tests, and community-based essential newborn care 
inclusive of resuscitation. 
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AFRICA 

Mrs. Lowey. I want to thank you both for your testimony and 
Ambassador Dybul and Dr. Hill, you can both respond to the fiscal 
year 2009 budget cut from $741 million to $587 million in health 
funding for Africa. Nearly one-third of the 30 country programs in 
Africa will see their budgets reduced by more than $10 million. 
Can you provide an explanation and what percentage of the 
unallocated funding within the central global health budget will be 
provided to African countries? What impact will the family plan- 
ning funding reduction have on Africa? And perhaps you can ex- 
plain why Africa, with its extraordinary needs, as presented in 
your testimony, appears to be disproportionately impacted by the 
decrease in global health funding. 

Mr. Hill. Well, let me take a stab at that to begin with. I think 
the most difficult questions we ever face have to do with the re- 
quest levels on health programs, and I would be less than honest 
if I were not to say to you that as someone who passionately cares 
about these topics, we always wish the requests were much higher 
than even what is appropriated by, generously appropriated by, 
Congress in the field of health. We know what can be accomplished 
and, therefore, we very much want to have as much opportunity to 
make a difference as possible. 

On the other hand, I have to acknowledge that it is a very pain- 
ful and delicate budget process each year, where even within 
health there is debate our priorities, and it is — I think, as Ambas- 
sador Dybul testified — that there was an increase of, a considerable 
increase of about 340 million dollars in the 2009 request for HIV. 
Also there is an increase in malaria. The actual request by the ad- 
ministration this year is about the same as last year, in terms of 
the request levels. The priorities have changed a little within the 
health fields, with more going to HIV and malaria. 

But beyond health, there are other things that the administra- 
tion and OMB is thinking about. We are doing something with re- 
spect to USAID that has to do with the bigger increase request to 
Congress for OE. It is not a lot of money, but it is 92 some million 
dollars to implement the Development to Leadership initiative, to 
bring on 300 new foreign service officers. These are all part of the 
overall request from the administration and the money, it is felt, 
needs to come from someplace. So — 

FAMILY PLANNING 

Mrs. Lowey. Perhaps you could just address the cut in family 
planning funding. What would the impact be? 

Mr. Hill. Well, you are right that the first, I think, five or six 
years in the administration, we spent, or the request was, about 
425 million dollars. Sometimes, we even got a little bit more than 
that. The impact on family planning — I have always wanted to 
spend more on family planning — the results of what we have done 
this far as reported in the written testimony would indicate that 
since we began the family program in 1965, we went from 10 per- 
cent of the developing countries having access to family planning, 
to 42 percent. We increased by over 400 percent. We have reduced 
the number of children per family, in our 28 biggest family plan- 
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ning programs, from over six to three. We have had phenomenal 
success. We have graduated a number of countries and we have a 
lot of players in the game right now. 

And by the way, you asked about Africa. I should indicate there 
has been a major, over the last year or two or three, refocusing of 
family planning monies towards Africa, in general. So, I would 
have to look at the statistics specifically on 2009 relative to 2008; 
but, in general, we have been moving monies from other parts of 
the world to Africa. We are cutting down in the Philippines and 
other places where we will be graduating soon, and moving money 
to Africa. So, we agree that the greatest needs remain in Africa 
and we will try to continue to focus more there. 

So, we will try our very best, with other monies we have for fam- 
ily planning, to prioritize and to get the most we possibly can out 
of the dollars that we can spend. 

Mrs. Lowey. Before I turn to Ambassador Dybul, we know that 
the number of women of childbearing age continues to increase. So, 
to decrease the amount of money for family planning does not seem 
to make much sense. Ambassador Dybul? 

Ambassador Dybul. Thank you, very much, Chairwoman. You 
know, in terms of Africa and HIV, we have done extremely well. 
The President’s request for 2009 is an increase for our bilateral 
programs from the request of around 340 million and a little bit 
more than that from the enacted level. So, our bilateral programs 
will increase considerably and Africa receives the vast majority of 
our resources. And if you look at the treatment that you men- 
tioned, 1.45 million globally, 1.3 million in Subsaharan Africa. And 
if you look at all of the results that we have, whether it is coun- 
seling and testing or PMTCT, you see that same proportional dem- 
onstration in Africa, and that is because two-thirds of the people 
infected in the world reside in Africa. So, 12 of the 15 focus coun- 
tries are in sub-Saharan Africa; Haiti, Guyana, and Vietnam to- 
gether do not have as many infected people as one of the focus 
country in Africa. So, as you look to the future, there are other 
countries in Africa where we have a lot of money that aren’t yet 
focus countries; Zimbabwe, Democratic Republic of Congo, Malawi 
are countries where we have substantial investments, as well. So, 
Africa has done very well under PEPFAR and will continue to do 
so, in terms of our global AIDS dollars. 

Mrs. Lowey. My times is up. We will continue this discussion, 
I am sure. Mr. Wolf? 

Mr. Wolf’s Opening Remark’s 

Mr. Wolf. Thank you, Madam Chair. I want to thank you both 
for your work and for the good job you do. I have so many ques- 
tions, but there is not a lot of time to go through. Some are more 
specific. But, overall, how well does China do or Russia do com- 
pared to the United States on the programs that both of you are 
involved with? How much China and Russia put in, with regard to 
your program and, Mr. Hill, with regard to your programs? Try to 
make it as specific as you can, because we are on our five-minute 
rule — 

Ambassador Dybul. China — in terms of HIV/AIDS, Russia has 
not put substantial resources towards HIV/AIDS. They have in- 
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creased them by 167 percent over the last couple of years, starting 
from about $10 million and are now about $167 or $150 million a 
year. China, on the other hand, has substantially increased their 
investment in HIV/AIDS, into the hundreds of millions of dollars. 

Mr. Wolf. Outside the country? 

Ambassador Dybul. In the country. 

Mr. Wolf. No, what about outside? 

Ambassador Dybul. Outside of the country, I know that Russia 
has, and I hear that China is beginning to contribute resources to 
the Global Fund. I have not seen much in the way of specific HIV 
activity, in terms of investment. My understanding of the invest- 
ment of China, in particular, in Africa is more general infrastruc- 
ture and other activities, but not specific to HIV/AIDS. 

Mr. Wolf. Do you not think the administration should be pres- 
suring both China and Russia and there are a number of other 
countries that would fall under that category, whose economies are 
relatively good. With the price of oil, Russia is doing very, very 
well. Should not the administration be very aggressive in pressing 
these countries? 

Ambassador Dybul. We are aggressive not only with these coun- 
tries, but all countries with resources. HIV/AIDS is a global epi- 
demic that requires a global response and those resources 

Mr. Wolf. But how effective have you been or has the adminis- 
tration been? 

Ambassador Dybul. We have not been as effective as we would 
like to be. We would like to see increased resources and we are 
working to do that. 

Mr. Wolf. But, I never hear the administration talking about 
that. 

Ambassador Dybul. Well, we do talk with all of our partners. 
And I was in China recently and because the Global Fund board 
meeting was there, the Global Fund is working with those coun- 
tries to try to get increased investment from them. Again, there 
has been some modest success there. But, it is an area where we 
are very concentrated on increasing resources, not only from those 
countries, but from other countries with resources. 

Mr. Wolf. Well, I think the administration — should not. Bono 
and others be speaking out urging the Chinese to do more, the Rus- 
sians to do more, and some of the other countries, Singapore, and 
countries like that. 

Ambassador Dybul. I would not want to speak for Bono, but we 
believe everyone should be speaking out for the global increase. 

Mr. Wolf. Well, then I am going to request, can I start hearing 
the administration begin to put some pressure or positive examples 
on some of these countries to participate and do more? 

Ambassador Dybul. Yes, sir, we will continue our efforts and ex- 
pand our efforts to get the rest of the world to respond in an appro- 
priate way to the epidemics. 

Mr. Wolf. Mr. Hill, how do they do in your area? 

Mr. Hill. Let me begin with Russia. Recently, I think it was last 
week, there was a delegation of about 10 people from the Russian 
foreign ministry primarily, who were here at President Putin’s re- 
quest, because he has announced the creation or he is going to cre- 
ate a foreign assistance agency. And they have visited — they were 
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visiting us, as well as other places, such as WHO, et cetera, to try 
to find out what they ought to do to contribute to the developing 
countries. I had an hour with the group. The last meeting with 
them, I made an appeal to them that a primary focus of what they 
could do that would be very useful is to work on health issues, that 
there was a lot of low hanging fruit there. We have had some co- 
operation with Russia in some projects where we have helped train 
some health workers in Moscow that then turned around and went 
to Africa to work on HIV matters. 

Mr. Wolf. But how are they doing now? 

Mr. Hill. Right now, I mean, they have billions of dollars of sur- 
plus. They have enough money, they should be able to put more 
into this. But there are two parts to the answer of this. I would 
like them not to just be thinking about how to expand their influ- 
ence and goodwill abroad, but to contribute at home as well. They 
have a huge infrastructure health problem in their own country 
that they need to address, as well. We work with them on HIV and 
TB and maternal and child health matters and they can put a lot 
more money into their programs, too. So, I think they will do more 
of this. I have mixed feelings about them doing a lot abroad. But, 
if they focus on areas like health and make a good contribution, 
they can be part of the solution. 

Mr. Wolf. So, we can move on to the next question. Give Russia 
and China a grade today, how would you grade them? 

Ambassador Dybul. In terms of responding to their own epi- 
demic — 

Mr. Wolf. Outside, briefly, a, b, c, d, f. 

Ambassador Dybul. Well, I mean, being from the State Depart- 
ment — 

Mr. Wolf. Well, that is what I want 

Ambassador Dybul [continuing]. It is tough to give it a grade. 

Mr. Wolf. But, I want to hear — the State Department does not 
know. You know. How are they doing? 

Ambassador Dybul. They could do better; they could do better. 

Mr. Wolf. But can you give them a grade? 

Ambassador Dybul. I cannot give them a grade. I think they can 
do better. 

Mr. Wolf. Why can you not give them a grade? 

Ambassador Dybul. I do not spend a lot of time going through 
all the numbers and their dollar amounts. 

Mr. Wolf. But, you know more than anybody else in the govern- 
ment. This is your area. 

Ambassador Dybul. I would say that they could do more both in- 
ternally and externally to combat HIV. 

Mr. Wolf. With all due respect, I want the recognition, I think 
you are ducking the issue. Can you give them a grade, Russia and 
China? 

Mr. Hill. It would probably be c minus or less, because they just 
do not put any money into making major contributions abroad. As 
I say, I have mixed feelings about going back to the Cold War era, 
where given the direction that Russia is going in a number of 
areas, I am not terribly excited about them doing a lot on democ- 
racy enhancement around the world, based on what they are doing 
at home. 
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Mr. Wolf. No, but I meant not in democracy, but in health, child 
survival 

Mr. Hill. In health, there is no reason why they could not and 
should not do more for their own people and abroad, and they have 
acknowledged that they have done almost nothing on this, which 
is why they want to set up an agency. 

Mr. Wolf. Okay. And the next question — if you could submit for 
the record all the efforts both of you have made with regard to the 
administration asking Russia and China and other countries to 
participate, so we can see how effective you have been. 

The last question is, because of time, what impact is the current 
economic situation with the cost of fuel and food and all, having on 
both of your programs around the world? I mean, if you look at a 
dollar today compared to the pound, compared to the Euro, when 
you put this budget together versus last year, what impact is that 
having on both of your programs? 

Mr. Hill. Well, you know, I am not responsible directly for nutri- 
tion and food, but I have been reading the reports. I think the big- 
gest impact on USAID right now is the price of food and how much 
we can do with the amount of money we have. That is the most 
significant crisis with respect to what USAID does abroad, as far 
as I know, relative to the cost. In the health area, the costs for our 
programs in the 50 countries in Africa, for example, can vary so 
much in terms of inflation and other factors. It is hard to gener- 
alize. But the fact that the health dollars have quadrupled for 
USAID has allowed us to more than compensate for any increased 
cost of doing it. So, we are overwhelmed by the opportunities to do 
much more. It is not like it has been flat lined for the most part 
overall and that has helped us to handle cost increases that occur 
in various programs. 

Mr. Wolf. How about your 

Ambassador Dybul. Same as Dr. Hill. Because the increases 
have been so substantial for AIDS program, we have not seen a 
diminution in our ability to expand our programs and you can see 
from the numbers the great expansion. There are problems in cer- 
tain countries with hyperinflation and other areas. And while we 
experience those things, we buy offshore. So, drugs and other com- 
modities are not purchased with those inflationary costs. We have 
established a supply chain management system, for example, to en- 
sure that we have the lowest prices available regardless of those 
types of fluctuations. So, it can be an issue and it is something that 
we monitor, but we have been able to implement programs and im- 
plement basically get-arounds where these problems occur. But, 
there is no question that the dollar — the decline in the dollar has 
had some impact on our buying power in some of the countries. 

Mr. Wolf. Thank you, Madam Chairman. 

Mrs. Lowey. Thank you. Mr. Jackson? 

Mr. Jackson. Thank you, Madam Chair. I just want to — I think 
I have two questions and I want to follow-up on a question raised 
by — on the question raised by Mr. Wolf and the inquiry initially of- 
fered by the Chairwoman. There has been some questions about 
the capacity of sub-Saharan African nations to actually absorb ei- 
ther increased revenue funds in the child survival accounts or in 
additional capacity to handle the HIV and AIDS crisis. And so, 
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some have argued that China, Russia, other countries should make 
a greater contribution to the global fund. But, even with that great- 
er contribution, some have sought to argue that those sub-Saharan 
African nations are incapable of absorbing more funds because of 
the local healthcare capacity, that is the shortage of healthcare 
workers, the shortage of doctors, the shortage of clinics, the capac- 
ity, the infrastructure at the local level to actually absorb, to han- 
dle, or provide the service. I would like your comments on that. 

But just before you do, which I think is a logical follow-up to 
what Mr. Wolf was saying, I want to follow-up on a question, on 
the line of questioning raised by the Chair. In past hearings, I have 
raised concerns that we are not comprehensively addressing the 
best way to promote global development and health. And while I 
support funding for our global HIV/AIDS programs, I am dis- 
appointed that we have severely cut by 14 percent our child sur- 
vival and healthcare programs. What we increase on the one hand, 
we appear to decrease on the other hand. And I think some of these 
questions go the heart of capacity. When I look at this book here 
that lays out the administration, the State Department’s proposal, 
we look at Ethiopia, the actual 2007, and then we compare it to 
2009, Kenya, Mozambique, Namibia, Nigeria, Rwanda, South Afri- 
ca, Tanzania, Uganda, and Zambia, almost all PEPFAR countries 
in Africa are facing cuts, some drastic to their child survival and 
healthcare programs relative to fiscal year 2008 levels. And accord- 
ing to this justification, Ethiopia’s global HIV funds are flat, but its 
child survival funds are slashed by almost 57 percent. Kenya’s 
global HIV funds are flat, but its child survival funds are cut by 
almost 48 percent. Zambia’s global HIV funds are flat, but its child 
survival funds are cut by 56 percent. These are some of the poorest 
countries in the world facing the highest rates of mortality for chil- 
dren under five and, yet, the budget proposes to cut the very funds 
that prevent that. 

These are just a few examples of what seems to be a growing 
trend for funding non-AIDS health accounts. As you know, the 
same communities where you are saving lives threatened by AIDS, 
lose children under five and women in childbirth, because these 
programs have not seen comparable investment or any increase 
when adjusted for inflation. I would like to hear your thoughts on 
that, Dr. Hill and Ambassador Dybul. 

And then lastly, I strongly support funding for PEPFAR and the 
Global Fund. But, Ambassador Dybul and Dr. Hill, are our suc- 
cesses in AIDS treatment coming at the expense of not treating 
completely preventable health problems, as justified or as re- 
quested in this particular budget? 

And maybe my last question, so I can just get it out of the way, 
child survival, maternal, and health funds are used to support im- 
munization, micro-nutrients, diarrheal disease control, prenatal 
and postnatal care, safe delivery, prevention and treatment of in- 
fection, newborn care, and other basic health services that save the 
lives of women and children. We are not talking about 
antiretrovirals or anything complex. We are talking about basic 
healthcare. Yet, these funds were cut by 18 percent. Why? And can- 
not we do both global HIV and child survival? 
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I thank the chair for the time and I look forward to your an- 
swers. 

Mr. Hill. Let me begin with the question about the infrastruc- 
ture in Africa. You are right to point to how significant a problem 
it is. In fact, if you look at what the development experts write 
about it, they will talk about some countries in the world, and say, 
“we think we can get here in three years or five years or 10 years.” 
If you flip over to the back of the book and read what they say 
about sub-Saharan Africa, they might use numbers like a half a 
century. They feel that the infrastructure is so weak and the re- 
sources are so lacking. So, they talk in terms of decades. So, you 
are absolutely right to say that, which means that those of us who 
do strategic planning about what to do with the resources we spend 
there must bear this in mind, and I would point out that between 
2001 and 2008, the ODA, Official Development Assistance to have 
tripled and the amount spent in Africa has quadrupled Africa. So, 
there is far, far more resources going into Africa now than just 
seven or eight years ago. 

But it is not just a question of how the money goes in or how 
much you have to put in. The question is what do you do with the 
money that addresses the problem that you mentioned, Congress- 
man Jackson. And the answer is that we do not let any proposal 
get by us for what will be done with the money in any of these ac- 
counts, whether it is PEPFAR, and Ambassador Dybul and I sit on 
a committee with Bill Steiger at HHS, where we approve on what 
the plans will be for what happens in these countries in Africa. No 
proposal passes that does not answer three questions. One question 
is how will this program be sustained? What impact will it have 
on infrastructure? And how will it leave something behind? Second, 
how does what we are doing fit with what the Global Fund is doing 
and other international groups are doing? And third, how does it 
fit with what other bilaterals are doing? If they cannot give good 
answers to these questions, particularly that first one on infra- 
structure and sustainability of health systems, we send it back to 
the drawing board. So, virtually every program we run has a com- 
ponent, which is supposed to work with the ministries of health, 
the ministries of finance for continuous financing that will make a 
difference, that will hopefully accomplish more than just do an im- 
munization or treat some particular disease. 

Now to your tough question, again, on the priorities and why 
there is less money for CSH in certain countries in Africa. I would 
note that the big increases in, and I will leave HIV aside for a 
minute, malaria and what is anticipated now in neglected tropical 
diseases will have a lot of impact on the children and the mothers 
and everybody who lives in Africa. When you have a million chil- 
dren a year under five who die from malaria, and the goal of PMI 
is to address that with these dramatically increased funds and if 
the reauthorization bill goes through, which has got a lot of money 
in it for malaria and TB and not just HIV, the possibility of signifi- 
cantly reducing mortality will really have a big impact because of 
those priorities of monies. Should we have taken the money out of 
CSH and put it into malaria? That is a debate that health experts 
will have. 

Mr. Jackson. Can we not do both? 
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Mr. Hill. It would be nice to do both. If there would be sufficient 
money, that would be the best way to go, of course. 

I want to say something on neglected of tropical diseases. We 
talk about mortality figures. We often do not talk about morbidity 
figures. There are whole villages in Africa where a great many in 
the village are blind. I mean, it is unbelievable. The burden and 
the suffering on the economies and the families in the countries are 
unbelievable. They are called neglected tropical diseases for a rea- 
son. And I think we are going to get a good response from other 
donors. And The Gates Foundation sent an immediate note to the 
administration expressing support for this. So, I guess the only 
thing I would say is if there are tough decisions, which have to be 
made about where do you put your money and how do you save the 
lives, that is always going to be painful. 

And I will end with this point, I think one of the biggest dif- 
ferences in this administration and how we have done business and 
how we have done business before, with the exception of just the 
tripling of the ODA, which is huge, it is this emphasis on public- 
private partnerships. USAID, from 2001, has leveraged 1.4 billion 
dollars in tax dollars for 4.8 billion dollars of contributions from the 
private sector. So, it is not just what USAID or the USG or 
PEPFAR does, it is a huge — we have a lot more partners now for 
PMI and the neglected tropical diseases we estimate is going to be 
in the range of hundreds of millions of dollars for the drugs that 
are going to be donated. So, we are leveraging our funds very well, 
even when, in some cases, they appear to be going — they are going 
down some, in terms of the request. 

Ambassador Dybul. Congressman Jackson, I think you, as Dr. 
Hill said, the question of absorption is a very important one and 
why I spent so much time about what we are doing to build the 
absorptive capacity and capacity of countries. And it is fascinating, 
if you look by country overall, you see the exact same slope when 
you begin interventions. It is a slope that looks like that, because 
you begin building capacity and then as the capacity is built, you 
can expand your programs. And where you begin on that slope de- 
termines where you are. So, most of the focus countries are in the 
expansion trajectory. Botswana is now approaching what is consid- 
ered universal access for prevention, care, and treatment, particu- 
larly treatment and care. But there was a time in 2002 when ev- 
eryone was highly critical of them, because it took them two years 
to get 200 people in treatment. Now, they have over 100,000 on 
treatment. They had to build that capacity to expand the program. 

If you take a country like Mozambique, that has 600 doctors for 
20 million people, you can see that there is an absorption issue. 
And that is why we spend so much of our effort building capacity 
as we go and that is why we do not ask for massive amounts of 
money each year. We increase on an annual basis our request, be- 
cause we are building the capacity so we can expand our programs. 
And that is an important part of what we do. 

Relative to flat-lining, in terms of African countries for HIV/ 
AIDS, they are flat lined in our request, because we always, in 
each year, look at the money that is available and how countries 
are doing, what capacity they have, and how they did relative to 
their goals, because we are very results oriented. So, all of those 
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countries are likely to see an increase in HIV/AIDS resources next 
year. But, at this point, we cannot determine that. 

In terms of the impact of treatment of HIV versus all these other 
issues, I think it is a very important one and a difficult one. But, 
I think HIV, particularly in Subsaharan Africa, is just unique. The 
fact of the matter is that there are very few diseases that kill 15- 
to 50-year-olds. Fifteen- to 50-year-olds are the parents, the teach- 
ers, the healthcare workers, the peacekeepers. HIV disproportion- 
ately kills all of those people. That is why as we have seen treat- 
ment, we see 83 percent reductions in non-HIV infected infant mor- 
tality, because the parents are staying alive to keep the children 
alive, why we see a 93 percent reduction in creation of orphans. 
That is basic child survival and health and if we do not get the 
HIV/AIDS activities right, it will not work. In Zambia, two-thirds 
of new teachers were dying from HIV/AIDS. You can dump all the 
money you want into education, if all of your teachers are dying, 
you are not going to be able to educate. So, it all fits in together 
and that is why we are trying to link our programs better, the ma- 
laria programs and the neglected tropical disease programs, the 
education programs. 

It is a very good point and one we are very cognizant on and we 
thank you for continuing to raise it, something Dr. Hill and I and 
many others worked on, to make sure our programs are leveraging 
each other. 

Mrs. Lowey. Thank you very much. At some point later on in the 
hearing, I would like you to address what is happening in Bot- 
swana, because, as you know, economically, they are in fairly good 
shape. And after leveling off, the numbers went up and now I un- 
derstand they are leveling off again. So we do not have time now, 
but at another point. 

Mr. Crenshaw. 

Mr. Crenshaw. Thank you, Madam Chair. You know, when I 
heard the President say he wanted to spend $30 billion on HIV/ 
AIDS, it certainly shocked me because when you look back, we 
spent $15 billion, and I think some good things have happened, 
and we have been a leader in the world. 

But now when you look at $30 billion, you know this sub- 
committee does a lot of things that most people back home do not 
quite understand. We have spent $23 billion on problems around 
the world, and we have got a lot of problems at home. 

So I cannot help but when I see the HIV/AIDS issue, when you 
read that 4.3 million people in 2006 contracted HIV/AIDS. And I 
think somewhere it said that for every one that we give 
antiretroviral drugs to, there are six new cases. 

So it raises the question: How much money is required because 
it seems like there is not enough money in the world to kind of 
keep on doing what we are doing, which kind of comes back to the 
question of prevention. 

Maybe you could talk some about how you view that? 

People keep getting AIDS, and we keep giving them anti-retro- 
viral drugs — again, I am not a mathematician, but it does not seem 
to ever come to an end. 

So, talk some about how we focus on the prevention side because 
we should focus there. Maybe talk about the first $19 billion we 
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spent, how many cases came about, are we making progress, or are 
there less cases than there were before? 

I believe at the end of the day, that we have got to somehow fig- 
ure out a way to stop it from starting because we do not have 
enough money, enough time, to cure all the diseases that come. 

Ambassador Dybul. Well, Congressman Crenshaw, you put your 
finger on what I think is one of the greatest insights of the Emer- 
gency Plan and what the American people have done, and that is: 
Unlike many other initiates, we did not focus just on treatment. 
The President said, and Congress supported it, that we have to do 
prevention, treatment, and care for exactly that reason. 

It is not just a money issue. It is a humanitarian issue. The best 
way to treat HIV is to prevent the infection to begin with, just like 
the best way to care for an orphan is to prevent the orphan to 
begin with. So, about 29 percent of our resources, if you count 
counseling and testing, which many of the people in the world do, 
goes for prevention activities. 

And we have actually had good news in prevention. The 4.3 mil- 
lion figure is a somewhat older one. In 2007, there were 2.5 million 
new infections. Now, that was not just because there were so many 
new infections. We actually had some techniques that allowed us 
to the math a little bit better. 

But one thing that is clear is that Africa, as a whole, is stabi- 
lizing or decreasing. We have seen a 30 percent reduction in HIV 
prevalence over a five-year period in Kenya. You saw 23 percent re- 
duction over five years in Zimbabwe; we saw at least a 50 percent 
reduction in Uganda over a five-year period. 

We have seen stabilizations or declines in Botswana and Na- 
mibia, and Zambia, and many other countries in Subsaharan Afri- 
ca. Ethiopia another, Nigeria another. But we have seen success. 

When you look at the data, the reason we have seen success is 
significant changes, particularly in young people’s behavior, be- 
cause, again, it is the young people who become infected. That is 
why we supported a comprehensive approach that Africans devel- 
oped called the ABC approach: Abstain, Be Faithful, and Correct 
and Consistent Condom use, which involves a lot of different 
things. 

Those were simply terms that mean basically: teaching young 
people to respect themselves and respect others. Consequences of 
that are: boys do not abuse young girls because gender and equal- 
ity is a major drive over HIV/AIDS in Subsaharan Africa. So we 
are teaching young boys and young girls to respect each other. And 
we are teaching old men not to prey on younger girls, and teaching 
society that it is not an acceptable thing because we know that is 
one of the issues in Subsaharan Africa. 

We have seen remarked reductions in young men, in terms of 
their partnerships, an almost 50 percent reductions, for example, 
in Kenya as we saw prevalence come down, the number of men 
who tried to prey on younger girls, the number of partners that 
they have; very good for gender equality. 

We have seen delays in when young people become sexually ac- 
tive; we have seen the increase in condom use. So these behavior- 
change activities, the A&B behavior-change activities, and also cor- 
rect and consistent condom use, we have seen having an effect. 
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Now, unfortunately, the effect that we are seeing in some places 
being offset in other places, so we have got to redouble our efforts 
everywhere. But that is why we are focused on prevention, treat- 
ment, and care, not just on treatment. 

Treatment has the bigger price tag because, as you point out, it 
is more expensive. But prevention is where we need to draw a line 
in the sand effectively, and have the bulwark against new infec- 
tions, and that is why we are so focused on prevention. 

We have a lot of activities going on. We have reported them to 
you in our annual report and other things. To even intensify our 
efforts prevention more, to take prevention to the next step; to use 
21st Century technologies and techniques to have prevention, much 
like we went after smoking in the United States. But it is going 
to take time. 

It took 10 years for us to see a smoking reduction in the U.S. 
after the Surgeon General’s warning went on. It is going to take 
us time, but we are seeing great trends, and we are going to keep 
pushing those issues in the next phase because you are absolutely 
right. 

Mr. Hill. Just to add a couple of points. I think your instinct 
that something is not going to work here, if we do not redouble our 
efforts on prevention, is exactly right. 

That is what a mathematician would say. Anybody who takes a 
look at where we are, even if you have tremendous increases in the 
global giving, if the infection rate is not brought down even further, 
it is going to be a very difficult or impossible task. 

It reminds me of something that happened to my wife and I, and 
our two kids, when we were living in Moscow for seven months in 
1991. I was teaching at Moscow State University. We woke up one 
night and there was this very loud water noise in the apartment. 
We went into the bathroom and discovered that a pipe had broken. 

There was a huge stream of water just coming right in. It was 
completely soaking the floor. We called the front desk where we 
were. They sent down this woman with a bucket and a sponge. I 
watched her for a little while. It was 3:00 in the morning and she 
would get that water and that sponge soaked up and put it in the 
sink, and squeeze it out. 

It was obvious that it was coming in ten times as fast as she was 
getting it out. I said: “You know you better go find a place to turn 
off the tap. You have got to get the water turned off.” Sometimes 
that is the way we have to approach this. We have not figured out 
a way to turn off the tap. 

But the good news is that since President Bush inaugurated 
PEPFAR, and the comprehensive ABC Strategy that has been con- 
troversial in some ways, I think there is a lot more global buy-in 
now to the reasons for a comprehensive approach, which includes 
condoms, which includes abstinence until marriage, which includes 
being faithful, et cetera. 

If you look at the dollars that Ambassador Dybul has been in 
charge of, when you look at them on a pie chart, it shows I think 
about 6 percent for condoms, about 6 percent or 7 percent for sex- 
ual behavior changes in A & B, that is less than 15 percent of the 
total dollar that goes to prevention. 
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So it has not been too much. Probably we could spend a little bit 
more, but it will need to continue to remain balanced to be effec- 
tive. 

Mr. Crenshaw. The really quick answer to that statistic that for 
every patient that you begin on antiretroviral, there are six new 
patients, is that going down? Was that ten at one time for every 
new one and now it is six? Is the trend going down? 

Ambassador Dybul. It is. There are two reasons for that. One, 
we have significantly revised the number of new infections. In 
2006, it was 4.3, now it is 2.5. Two, we are greatly expanding the 
number of people in treatment, so that ratio is changing. 

It is a nice thing to say but it does not reflect the reality on the 
ground. The fact of the matter is that you need to treat people, 
keep the parents alive; keep the kids out of orphanages. 

But you also need to prevent infections; 70 percent to 80 percent 
of the people who are HIV/AIDS positive do not need treatment. 
Everyone needs to have an infection averted. 

So those numbers are old numbers, but they do not reflect the 
reality. I think we just need to focus on prevention, care, and treat- 
ment because you are absolutely right, if you do not prevent infec- 
tions, we are just going to have more treatment and more care, and 
more destruction of a social fabric. 

Thank you, Madam Chair. 

Mrs. Lowey. Thank you. Mr. Schiff. 

MALARIA 

Mr. Schiff. Thank you, Madam Chair. 

Mr. Hill, I wanted to ask you a couple of questions about our ma- 
laria efforts. 

In recent years, malaria programs, supported by the United 
States and other donors, have sometimes leaned toward funding 
commodities like mosquito nets, drug treatments, et cetera, at the 
expense of cultivating the expertise necessary to help recipient 
countries implement their national strategic malaria plans. 

Mosquito net is not of much value if it sits in a warehouse be- 
cause there is no expertise to implement a plan to deliver it to vul- 
nerable people in a remote, sometimes hostile, environment where 
malaria is endemic. 

Can you tell us what USAID is doing to ensure that there is an 
appropriate balance struck between funding commodities and ca- 
pacity? 

Can you explain the role of the NGOs in providing the technical 
expertise to overcome operational bottlenecks? 

And then can you discuss a little bit a related question about the 
sort of competition between efforts to eradicate malaria, and efforts 
to try to prevent it or treat it? 

I know that there has been debate with some of the strong fund- 
ing by private organizations like The Gates Foundation, that have 
a focus on radication, while others in the field feel that is pie in 
the sky, and diverts necessary resources from the other part of the 
malaria effort. 

So if you could address that issue as well? 

Mr. Hill. Very interesting questions. I am just struck by how re- 
markably different the question is now than it was three years ago. 
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I am in my fourth year in charge of global health. When I came 
in, the concern about USAID was exactly the reverse. 

The concern was, and there were lots of critics, on both the con- 
servative and liberal sides, who had looked at the way USAID had 
spent its money and said: “You know you are paying a lot of con- 
sultants and doing TA, but you are not providing any commod- 
ities.” 

They tried to hold our feet to the fire and say: “How many nets, 
and how much medicine, and how much indoor residual spraying, 
et cetera have been provided?”. 

In fact, once we got over being defensive about the attack, we ac- 
tually decided the critics were, in part, right. We went back to the 
drawing board and we went into see then Administrator Nazios 
and proposed a radical change. 

The radical change was that, in fact, we were going to try to 
ramp up, try to do more on commodities, try to concentrate the 
money and not spread it all over fifty countries in Africa, or Asia, 
whatever, and try to have more impact. So that is what we did. 

Now, our critics, almost without exception, have come around to 
say: ‘You have finally gotten it right. I wish you had not taken so 
long, but you have finally got it right.” So I have not had a ques- 
tion about not giving enough TA for quite some time now. It is kind 
of pleasant to get it. 

The basic thrust of your question is absolutely on the money. You 
cannot have a pendulum that swings from no TA to all TA or all 
commodities to no commodities. You have to have the right bal- 
ance. You have to have the supply chain management mechanism 
in place. You have to have the TA to train the folks who do the 
spraying. They have to know what kind of spray to put on the hut 
depending on what kind of a surface is inside. 

If you do not do that, your money is wasted on commodities. So 
your point is well taken. Admiral Zemen, who is in charge of the 
President’s Malaria Initiative and sits in the Global Health Bu- 
reau, is doing a terrific job. He has a whole group of interagency 
experts working on this, and they believe the same things you do: 
That you have got to maintain the balance, and it must have the 
appropriate amount of training and sustainable TA to see it work. 

Ambassador Dybul. If I could jump in, and I am sorry to do this, 
but it relates to a point that the Chairwoman asked, and Mr. Jack- 
son asked, which is: How are you putting these programs together? 

I think it is a great example of how you can put TB, malaria and 
HIV together in Zambia, and Mrs. Bush announced this project. We 
support a program called RAPIDS that because of HIV/AIDS goes 
into homes, with 22,000 volunteers that reach 350,000 homes, be- 
cause they are going in to take care of orphans, and they are going 
in for HIV care in the home. 

If you are going to someone’s home once a week, or once every 
two weeks, you can take a bed net. And if you are going to the 
home once a week or once every two weeks, you can actually make 
sure the bed net is hanging in the appropriate way to make sure 
it is out. 

So, in a public-private partnership, USAID and PEPFAR, be- 
cause HIV-positive people need nets too, delivered 500,000 bed nets 
to homes that would cover 1.5 million people. We did that at a cost 
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of three-quarters less than it would have cost the President’s Ma- 
laria Initiative because they used our infrastructure. And the infra- 
structure is usually two-thirds the costs of delivering the bed nets, 
and the private sector paid for half the bed nets because we needed 
a public-private partnership. 

Now, we are going country by country with the President’s Ma- 
laria Initiative to see how we can do that, which just gives you 
more money so you can buy more bed nets because we have an in- 
frastructure that is going out to deliver them. So I think it is a 
very good example of how you put things together. 

Mr. Schiff. Thank you, that sounds wonderful. Could you also 
comment on the issue of the eradication? 

Mr. Hill. Yes, that is an interesting question. We also had this 
debate about polio whether you control it or eradicate it, and TB 
and malaria as well. And you have got the advocates spending lots 
of money on research to get the vaccine that will deal with all these 
things. 

Again, it goes back to your initial assumption at the very first: 
your sense that there probably has to be a balance is the right an- 
swer for this question as well. 

You need major money going into research, even though the re- 
search may take five, ten, twenty years to produce the results you 
want. But if you put it all into research, lots and lots of people will 
die right now of things that can be controlled if treated properly. 

So one of the ways that we cooperate with The Gates Founda- 
tion, and other donors, is that they sometimes feel that the niche 
they ought to work in, or the NIH, for that matter, and other parts 
of the U.S. government, feel that the niche they ought to focus on 
is the vaccine for avian pandemic, or work on TB or malaria, or 
HIV. 

USAID has always been on the front lines of dealing with the 
problem in the field. Where we get involved with research is: Once 
it comes out of the laboratory and they are ready to pilot test it, 
whether it is zinc, or whatever it is, we will do that. 

But a part of USAID, or other donors, is work on developing the 
vaccine, so we support it but it would not be the best use of our 
money. 

Thank you, Madam Chair. 

Mrs. Lowey. Thank you. 

Dr. Weldon. 

Dr. Weldon. I want to thank both the witnesses for the work 
they do. It is a pleasure to have you in front of the Committee. 

A couple of quick questions: At my request, the Committee in- 
serted some language regarding accountability for the Global Fund. 
Specifically, I had received complaints from faith-based initiatives 
that they were ignored. 

It was not really clear to me if it was bias on the part of the 
Global Fund, or just the fact that these faith-based groups do not 
have the resources to apply for grants. 

We asked for a report within 120 days. I realize that 120 days 
has not gone by yet. I assume that you both are involved in pre- 
paring that document, and that would be available to the com- 
mittee soon. 

Can you shed any light on your findings thus far on this issue? 
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Ambassador Dybul. Yes, I can. It is a very important point be- 
cause, as you have pointed out, often, Dr. Weldon, faith-based orga- 
nizations provide 30 to 70 percent of the health care in Subsaharan 
Africa, according to the World Health Organization. We have gone 
out of our way in our bilateral programs to ensure that they are 
engaged in these programs. In fact, the malaria program, I just de- 
scribed, is delivered to a faith-based consortium. 

The Global Fund, historically, had some difficulty with faith- 
based organizations. It is something that we are aware of. It has 
something to do with their coordinating mechanisms. 

In the last year, they have had two consultations on how to bring 
faith-based organizations in the countries, to bring the faith-based 
organizations in and train them. 

They have another one in Dakar soon. They have already held 
one in Kenya. Because part of the issue is the capacity, and people 
knowing where you are. We have had to do the same thing be- 
cause, historically, we did not have a lot of faith-based organiza- 
tions in the U. S. government. 

Dr. Weldon. They tend to be very small. 

Ambassador Dybul. Some of them are small, but we have seen 
an increase in the number of faith-based organizations. 

One of the things that the Global Fund is now working on is 
identifying their principal and sub-recipients, so that we have a 
better sense of who is actually implementing the program. Once we 
have that, it will be easier to see where we need to do reach-out. 
But we will get the report to you. 

There is no question that there has been some issues. The Global 
Fund is aware of it and it has begun working on it. 

ZIMBABWE 

Dr. Weldon. Ambassador Dybul, you mentioned Zimbabwe. 
There was an article that was brought to my attention in The 
Washington Post by a Craig Timberg that people in Zimbabwe are 
attributing the decline in the AIDS rate to the decline in the econ- 
omy, and the fact that you have less concurrence, multiple sexual 
partners at the same time. 

I thought that was pretty striking; and I thought it was an indi- 
rect validation of the importance of our preventive educational ini- 
tiatives. Is that an accurate assessment? 

Would you agree with Mr. Timberg’s analysis on the ground, in 
Zimbabwe, I assume you have been there and you have some peo- 
ple who are there, and can speak with some insight on that? Is 
that correct? 

Ambassador Dybul. I think it is an excellent point. As you said, 
it is very indicative. 

The science has not demonstrated that that is the specific im- 
pact. But when we look at the data that show the 23 percent de- 
cline in prevalence in Zimbabwe, we did see a very significant re- 
duction in the number of men with multiple partnerships in the 
last year. 

So the anecdotal evidence actually reflects well the demographic 
health-survey data. And these are data we see repeated over and 
over again. There is no question that multiple concurrent partner- 
ships, which is a culturally accepted practice in a number of places 
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in Subsaharan Africa, is contributing to HIV. There is very good 
data on that. 

That is one of the reasons we focused so much on being faithful 
activities. Uganda called it zero grazing because that was cul- 
turally appropriate there to teach a man that they should stay with 
a single partner. So these be-faithful activities we think are very 
important. 

And the anecdotal evidence that Craig Timberg provided is cer- 
tainly reflected in the actual hard data from Kenya and Zimbabwe 
and Uganda, that partner reduction, when men reduced the num- 
ber of their partners, when they are faithful to single partners, has 
a significant impact on infection, and that is one of the reasons we 
concentrate so much on it. 

TRANS-GENERATIONAL SEX 

Dr. Weldon. Another thing that was brought to my attention is 
this issue of men preying on young girls. 

In your comments earlier, you alluded to that rather quickly. Did 
I understand you correctly that you have got measurable indicators 
that that is on the decline in some of these high-prevalence areas 
as well? 

Ambassador Dybul. Yes, it is called trans-generational sex. It is, 
again, a common practice unfortunately in some areas where older 
men have sex with younger girls. 

We think it is part of the reason in some countries, two, three, 
four times the number of young girls are infected as young boys. 
We think that this is contributing to that. 

We do not have specific data yet on trans-generational sex, but 
it counts as part of those data we are seeing about men having 
fewer partners, which we think is having an impact on trans- 
generational sex. 

We have a number of programs that target these types of groups. 
There is a great new program in Tanzania actually getting to mov- 
ing prevention to the next level to try to actually create television 
cartoons and radio characters to stigmatize older men who prey on 
younger girls. Sometimes stigma is a good thing. 

They are actually creating a character. I cannot remember his 
name, that we want eventually to have everyone decide to say: Oh, 
that guy is a x, to try to stigmatize him to reduce this type of ap- 
proach. 

So we already have programs now. I imagine some of you have 
seen them, that try to teach young girls how to defend themselves 
against young boys, but also go after effectively the older men who 
prey on the younger girls. It is very much a part of what we do. 

We do not yet have the specific data because we did not have 
that much on the incidence of trans-generational sex except we 
know it occurs. But that fidelity data, that number of reductions 
in partners among men, would indicate that we are having some 
success there as well. 


FISTULA 

Dr. Weldon. Thank you. I just got one more quick question for 
Administrator Hill. Congressman Smith has asked me to sign let- 
ters and do some things regarding the problem of fistula. It relates 
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to the older men preying on the younger girls because the ones that 
are prone are these very young girls that end up getting pregnant. 
Have we made improvements under your tenure, over the last year 
or two because when it was originally brought to my attention, it 
seemed like it was a pretty significant problem, again in Subsaha- 
ran Africa, 

Mr. Hill. And it is also something you find in places where there 
has been civil world war. Any place where there is more gender- 
based violence and young girls are affected. 

And it is also to be found any place where the obstetric care for 
women is poor because a lot of this is caused by not having trained 
mid-wives present for a birth. 

Congressman Smith and I have talked about this for three years. 
Partly through his bringing this very powerfully to our attention 
and because we have a lot of support for it from USAID, we have 
actually had major increases, doubling, tripling, the amount of 
money that we are putting into fistula repairs. 

Obviously, there are two things you have to do here. This is a 
leprosy-like condition in terms that you can be ostracized if you 
have this horrible, difficult experience which you must live with. If 
you can repair the woman, that is obviously the compassionate and 
right thing to do. 

But the best way, of course, is to prevent them in the first place. 
So anything that we can do that improves the quality of antinatal 
care and skilled birth attendants, and training for them, is the way 
to prevent fistula. 

But, yes, spending is going up. It is going to continue to be a very 
important part of what we are doing. It is a very legitimate pro- 
gram. 

Dr. Weldon. Thank you, Madam Chairman. 

Mrs. Lowey. I would just like to add to that, Dr. Weldon, that 
one of the best treaters of fistula is UNFPA. And what we are see- 
ing I believe in the Democratic Republic of Congo because of the 
conditions there, the increase in rapes, you have really seen a 
major increase in fistula. I think we have put about $25 million 
into fistula. 

Ms. Lee. 

Ms. Lee. Thank you very much, Madam Chair, it is good to see 
both of you here this morning, and thank you for everything that 
you are doing. You are doing a very fine job, both of you. 

Let me ask you, Ambassador Dybul, about the fact that women 
in Subsaharan Africa especially, who are receiving anti-retro-viral 
treatment for example, according to the Centers for Disease Con- 
trol, it was reported that in 2006 about 92 percent for instance in 
Uganda said that these pregnancies were unintended. 

And other studies show that about 84 percent of pregnancies 
among women in the three what are they called the mother-to-child 
programs in South Africa, were unintended. 

So, in light of the proven impact of contraceptives, as it relates 
to helping to reduce HIV infection, does not it make sense to really 
be very aggressive in providing contraceptives to women in these 
mother-to-child transmission programs, to help them avoid unin- 
tended pregnancies so they do not have to come back in. That is 
the first question. 
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Secondly, let me just ask you about commercial sex workers, and 
the prostitution pledge, could you clarify how the funds are pro- 
vided, or not provided, to organizations that provide services to 
commercial sex workers? 

I had the opportunity to talk to many. I think it was in 
Zimbabwe, and 95 percent of the commercial sex workers, maybe 
98 percent, maybe 100 percent, said that if they had the proper 
schooling, education, jobs, they would not be doing this kind of 
work. 

So part of what we have to do is, I think, is increase our funding 
for technical, or vocational education, skills training, so that 
women will have viable alternatives in terms of being able to take 
care of their families. So how does this prostitution pledge play out 
at this point? 

And then, finally, on the global side, I think this year we are 
looking at 500 million requests, which is down about 341 million 
from last year’s contribution. I, for one, believe we need to really 
increase our contribution to the Global Fund because as we move 
from emergency to sustainability, the Global Fund is really an or- 
ganization that is doing a phenomenal job. 

We can leverage our resources. We are partnering with other 
countries, and we are able to do quite a bit with what little money 
there is, is important. 

Ambassador Dybui. Thank you, Congresswoman Lee, and thank 
you for all the work you have done on these issues. 

In terms of your first question, it is a fact, as Dr. Hill was talk- 
ing about, that HIV-positive people need the same activities as 
HIV-negative people. 

If you did the same types of studies among HIV-negative women, 
you would probably find the same rates that you were talking 
about among HIV-negative women. And the same with many other 
areas. Because HIV is so prevalent in subsaharan Africa, there is 
no issue of development that is not related to HIV/AIDS. 

For our program, for the AIDS program, we believe it is our re- 
sponsibility to the HIV/AIDS piece, whereas the family-planning 
piece, and the other pieces, are pieces that USAID should do, and 
we should be coordinated and linked with the programming, but we 
should not be responsible for doing them any more than we can do 
our development. Otherwise, USAID would not exist. 

Mr. Hill. Do you mean testing for HIV? 

Dr. Weldon. If you are talking about mother-to-child trans- 
mission, I actually think if people want to talk about family plan- 
ning as family planning, that is an important thing to do. 

But, as transmission, that is a difficult issue, and there are a 
number of ethicists who have talked about the difficulty of saying 
the method of preventing mother-to-child transmission, as opposed 
to family planning as family planning, is difficult. 

The reason for that is a couple fold, principally because it is a 
cost-benefit analysis argument. People have used similar argu- 
ments to do some things that are very difficult such as quaran- 
tining all HIV-positive people, which could be a cost -beneficial way 
to prevent infection. 
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That is not to say that family planning is not something that 
should not be supported. But as prevention, it is a far more dif- 
ficult issue. 

Ms. Lee. Do not you think at least offering condoms as a way 
to prevent infection — you do not come back. 

Ambassador Dybul. Condoms absolutely. I thought we were talk- 
ing about general family purposes. 

Ms. Lee. No, I am talking about condoms. 

Ambassador Dybul. Since PETCO began, the American people 
have provided 1.9 billion condoms. 

As Peter Pede said, more than the rest of the world put together, 
commensurate with the fact that we have more resources than the 
rest of the world put together. 

I visited countries recently where we were the only country con- 
tributing to the condom provision in those countries. Condoms are 
an important part of what we do, so we do provide very large num- 
bers of condoms, which we do in the context of also providing be- 
havior-change education. 

Because if the women had the ability to not engage, or if young 
men did not try to prey on the women to begin with, and change 
their sexual behavior, then we would not be in that area to begin 
with. So the overall approach really gets to changing people’s fun- 
damental behavior. 

I think you are right. It is important to do all those things, and 
that is why we do have condom provisions. 

Ms. Lee. But when a woman leaves the hospital after having had 
a child, do we provide female condoms, male condoms. 

Ambassador Dybul. We have provided female and male condoms 
through PEPFAR. We can get you the distribution, the division of 
the two. You know female condoms have had some difficulty gain- 
ing cultural acceptability, but there has been some progress down 
the last couple of years. So we can get you the specific numbers of 
female versus male condoms. But it is a part of what we do, and 
Dr. Hill may actually know them. 

On the sex-worker issue, people engage in prostitution, we agree 
completely. They are not there out of choice. They are there be- 
cause of socioeconomic and other issues. So the Leadership Act 
says that we should be providing services for people engaged in 
prostitution, that we should provide compassionate services. 

These are human beings and we need to provide compassionate 
prevention, care, and treatment services, and we do. We fund at 
least 120 programs. I have visited many of them. They are extraor- 
dinarily good programs, so we need to be providing them. 

We also do provide programs to try to get women out of those 
activities, micro-finance programs and sometimes, for example, in 
Botswana, we have programs to create candles and beads and other 
things. 

Unfortunately, sometimes we see fairly high recidivism rates be- 
cause it is difficult to make as much money. But it something we 
are very actively involved in and we think is important. 

The pledge does not say that we should not do those things. In 
fact, we are doing them. We are doing more of them than anyone, 
that is part of our compassionate response. The issue around the 
so-called pledges, there is no question that prostitution is contrib- 
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uting to the spread of HIV, and there is no question that it is in- 
herently demeaning to women. 

So, as a general principle, we believe we should be opposed to sex 
trafficking and prostitution. But that does not mean, in any way, 
that we do not provide compassionate services in a very generous 
way, in a non-judgmental way, towards the women who are en- 
gaged in those activities because they are not there out of choice. 
They are there for other reasons. So we have to have this compas- 
sion. 

Ms. Lee. Why do we have to have this pledge, this principle? 

Ambassador Dybul. I think it is important to state the principle 
for those two reasons. From a public-health perspective, we do 
know that prostitution is contributing to the epidemic, and because 
we know that it is inherently demeaning to women. And we cannot 
overcome the sexual inequality that we have, which is important 
to succeeding in HIV/AIDS, if we support this type of gender in- 
equality. 

I understand that there is a difference of opinion here. I think 
it is a reasonable difference of opinion, but I think we have a rea- 
sonable point here. As long as it is not impacting our ability to pro- 
vide compassionate services, and it is not. Because I have seen 
these programs. They are extremely important programs, I try to 
visit them when I travel because it is so important. 

On the Global Fund, again, I understand your point when we 
have this discussion on an annual basis. We did increase the re- 
quest from $300 to $500 million. Again, each year we try to deter- 
mine, given the resources available, what the distribution between 
the bi-lateral and the multi-lateral programs should be. We are 
still the largest contributor to the Global Fund. We contribute 
about 30 percent to the Global Fund. We are a huge supporter of 
the Global Fund administratively in terms of secretarial support. 

For the rest of the world, the Global Fund is fundamentally the 
only vehicle for them because they do not have the types of bilat- 
eral programs that we have. So we do believe it is important to be 
a significant contributor to the Global Fund. With $500 million, we 
will still be the largest contributor to the Global Fund. But we un- 
derstand the different point of view, and we have this discussion 
on an annual basis, and we look forward to having the discussion 
again next year. 

Mrs. Lowey. Thank you very much. Mr. Kirk. 

Mr. Kirk. Again, I just remember when we first bifurcated this 
program in 1985 because we were worried. As the head of the Har- 
vard School of Public Health, Jonathan Mann said under 
Nakagima, the WHO in Africa was totally corrupt, and so we cre- 
ated a bilateral assistance program to make sure that we were sav- 
ing lives rather than fueling what was then seen especially by pub- 
lic health professionals at Harvard as a very corrupt and inefficient 
delivery mechanism. I would hope always that we would keep two 
spigots going, because it does create some more creativity and 
frankly competition for the program and who can save the most 
lives, which is, of course, the point. 

I have another one — just looking globally at the program — is I 
am a little worried about the number of people who depend on this 
program to survive and continued funding in the outyears. When 
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you look at foreign assistance in the United States, we have gone 
through several dominant ideas I would call them. In the 1940s, it 
was CARE, you know, Concerned Americans for the Recovery of 
Europe and Refugees. In the 1950s, it was infrastructure. In the 
1960s, it was new governance. In the 1970s, we went through a big 
emphasis on basic human needs; the 1980s, structural adjust- 
ments. Basic education emphasized in the early 1990s, and that is 
still in our bill. 

Child survival, really huge in the mid-1990s, still in our bill. Mi- 
croenterprise became the big thing in the late 1990s, still in our 
bill. Obviously Millennium Challenge, which has had an up and 
then down. AIDS with the 2002 commitment. I would say, quite 
frankly, right now in this bill and in the DOD bill, we are in the 
middle of a PRT wave in funding. And the question is, what is the 
next President’s big thing going to be? 

I am worried, though, that we have what, roughly two million 
people who utterly depend on outside foreign assistance to live at 
roughly $1,200 a patient? Give me a sense of your appreciation of 
what in the DOD we would call the bow wave, which is unless you 
pay this money, some hugely bad things already happen and you 
cannot do anything new until you keep these patients alive another 
year, and how big that number should be and how worried you 
might be that some other huge foreign policy priority or another in- 
tellectual wave hits the Congress that commands foreign assistance 
money. 

I mean, what do we do now that we have two million people de- 
pending on foreign assistance and their home government has no 
prospect of supporting their care? 

Ambassador Dybul. Well, Congressman Kirk, it is a very impor- 
tant question, and I think it is one of the reasons we have so much 
appreciated the strong support from this subcommittee, because it 
will be important to continue this on. It has been a very bipartisan 
support, and that has been very important, to have the continued, 
ongoing bipartisan support. 

And I think it is for a reason we discussed briefly while you had 
to step away, which is that AIDS is a unique disease. It kills 15- 
to 50-year-olds, and if we do not tackle, if we do not manage HIV/ 
AIDS in — I was in Lesotho recently. There is a village next to the 
one I visited with 150 people. A hundred twenty of them were HIV 
positive. 

Mr. Kirk. Here is my concern. 

Ambassador Dybul. Yes. 

Mr. Kirk. When we save that person, which is a success, in Fis- 
cal Year 2008, success has really been sustaining that patient basi- 
cally through Fiscal Year 2040. 

Ambassador Dybul. Yes. 

Mr. Kirk. There is little appreciation in the Congress or the pub- 
lic of the size of that financial commitment. This is sort of like a 
Medicare commitment or a Social Security commitment. It is build- 
ing in a huge what might even be called, thought of or probably 
should be thought of as an entitlement inside the foreign aid bill. 

Ambassador Dybul. It is a lifelong commitment until we have a 
technological breakthrough that we do not know of right now, and 
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it is a very good point and one that people need to think seriously 
about. 

Mr. Kirk. Here is the other thing just if you can give me your 
thinking. 

Ambassador Dybul. Yes. 

Mr. Kirk. There is a difference between adding a new patient, 
which should add a 40-year financial commitment or a 50-year fi- 
nancial commitment, or expending money on public health and 
awareness and prevention. 

Ambassador Dybul. Yes. 

Mr. Kirk. Because the size of the patient population is utterly 
dependent on the U.S. taxpayer. 

Ambassador Dybul. Absolutely. 

Mr. Kirk. It then means you have less money to do public aware- 
ness, prevention, of which cost is the most. Give me your sense. 

Ambassador Dybul. Well, and that is exactly why it has been so 
important. 

Mr. Kirk. Is it 10 million patients? Is it 30 million? Where do 
we hit the bounds? 

Ambassador Dybul. The President has set the goal of 2.5 million 
total for American support for the next five years. There are about 
23 million people who are HIV-positive living in poor countries, of 
course, the poor. 

Mr. Kirk. We basically bid to the care of 10 percent. 

Ambassador Dybul. Fortunately, only 20 to 30 percent of HIV- 
positive people need treatment at any one moment, and fortu- 
nately, the rate of new infections per year is actually slowing con- 
siderably, particularly the net number of new infections if you sub- 
tract death from new infection rate. But that is why, and we talked 
about this a little bit earlier as well, that we have a comprehensive 
program that is prevention, treatment, and care. 

Mr. Kirk. But have you costed out sort of the size of the financial 
commitment? 

Ambassador Dybul. We have costed it out, and there actually 
has been concern about increased costs of therapy over time for 
HIV-positive people because of second-line and other therapies. 
When we have looked at models, that probably will not hold up, 
and the reason for that is just like the cost of first-line therapy has 
dropped substantially, the cost of second-line therapy will drop sub- 
stantially. 

And something we talked about in terms of infrastructure. We 
actually conducted a study because we had this concern of four 
countries, and we looked at 24 sites, public, private, big, small, to 
look at the cost of treatment over time, to see was the cost going 
up, was it coming down, was it staying the same. What we saw was 
a dramatic decrease in cost in the first six months going from two 
to three thousand dollars to five to six hundred dollars. And the 
reason for that is because we had to pay for the initial infrastruc- 
ture to get the system set up. Once you have that set up, the ongo- 
ing costs actually come down. 

Mr. Kirk. So have you costed out to care for 2.5 million people 
that really have no hope for their home government to care for 
them what is the 10- or 20-year cost? 
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Ambassador Dybul. We have only done the 5-year cost, but it 
should be the same 5-year afterwards. 

Mr. Kirk. Right. 

Ambassador Dybul. And that is where we got to the $30 billion 
that the President asked for for the next phase of PEPFAR, be- 
cause that would allow us to do prevention, care, and treatment, 
including the treatment for those 2.5 million, prevention of 12 mil- 
lion new infections and care for 12 million individuals. So those 
projections are an ongoing issue for people to look at. 

I would also point out, however, that there are countries that will 
begin, and that is why our general development is so important, so, 
for example, South Africa over time has dramatically increased 
their resources. They are up to $800 million a year of their own 
money. They were at very little just four years ago. So, over time, 
these costs will be picked up, and that is why the other part of our 
development agenda, the economic development, is so important, 
because countries Botswana, Namibia, South Africa, over time Tan- 
zania, Kenya will be able to pick those costs up. 

Mr. Kirk. Some of these governments are successes like the 
South African government, and so over time, you would expect in- 
fection rates to decline, public health and awareness, so the patient 
population would become more manageable, whereas the basket 
case, totally corrupt and evil governments like Zimbabwe will then 
have larger and larger percentage patient populations because the 
state and the public health infrastructure has collapsed, and then 
you have a moral dilemma do you pay off the local dictator. 

Ambassador Dybul. Yes. Right. Surprisingly infection rates in 
Zimbabwe have dropped substantially, and we talked a little bit 
about why that could be, and actually their infrastructures are held 
up a little bit. But you are correct. Countries that are not making 
economic progress will actually be the ones that need to be sus- 
tained for the long-term, and that becomes an issue that we will 
all need to work with collectively over the period of time. 

But unfortunately, we probably will not be able to have economic 
development, we will not be able to have security unless we tackle 
HIV/AIDS. When you have 120 of 150 people in a village dying, 
when you have 75 percent of pregnant women in a district in Bot- 
swana infected, when you have two-thirds of new teachers dying, 
when you cannot field a battalion of peacekeepers in South Africa 
because they are HIV-infected, we cannot have peace and security 
in Africa, which means we cannot have economic growth. So it is 
a bit of a back and forth. 

Mr. Kirk. Yes. I just worry that once the United States agrees 
to protect this village, it is a 30-year commitment. 

Ambassador Dybul. It is. 

Mr. Kirk. So then if you agree to protect the next village, do you 
fully understand the size of this long-term? Thank you. Thank you, 
Madam Chair. 

Mrs. Lowey. Thank you. Ms. McCollum. 

Ms. McCollum. Thank you, Madam Chair. I think it has been 
a good discussion, and we have all been asking some good ques- 
tions, and I want to thank you, gentlemen, for your answers on 
them. 
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Dr. Dybul, I will start with you. PEPFAR has been a huge suc- 
cess over the past five years. It has given hope to millions, and you 
have played a large role in that, and I thank you for your work. 
We know the first years were truly an emergency effort. The crisis 
demanded enormous commitment and rapid response, and America 
led the way. Now Congress is working to transform the President’s 
emergency plan for AIDS relief to the President’s enduring plan. 
For PEPFAR to be a long-term success, our focus in the next five 
years must be on closing the chasm between HIV/AIDS services 
and basic health services: clean water, family planning and nutri- 
tion, all of which work better in helping to support ARVs’ success. 

So, as program implementers and medical experts are wondering 
and as some are criticizing PEPFAR for failing to seriously grapple 
with the developmental challenges that undermine our HIV/AIDS 
work that I just mentioned, the Global Health Council President, 
Nils Daulaire, argued in front of the House Committee on Foreign 
Affairs last fall that HIV/AIDS efforts cannot succeed in the long 
run without linking PEPFAR more closely to other interventions. 
And I think you gave a few examples on that, but I need to hear 
more examples of what we are going to be doing in order to do a 
better job of bringing all our health and developmental tools to 
bear on HIV/AIDS. 

If a patient gets ARVs but sells them for food because they are 
starving, PEPFAR is not a success. And if an infant is born HIV- 
free from an HIV-positive mother and then dies at year two from 
diarrhea, PEPFAR has failed. The measure of PEPFAR’ s success is 
improving health and lives saved. So, Dr. Dybul, I have three ques- 
tions for you. 

How much PEPFAR spending today is actually focused on pro- 
viding those wraparound services you were speaking of? In your 
opinion, how much for wraparound is too much to make our HIV/ 
AIDS intervention effective? Fifteen percent of PEPFAR funds, 10 
percent, 5? And what suggestions could you have for Congress as 
we work to rewrite PEPFAR to help you build the linkages between 
PEPFAR and other basic health services? 

Dr. Hill, you work hard to save lives. We know that improving 
health and building a stable community demands more balance in 
our global healthcare investments. You alluded to it in your testi- 
mony. Eighty percent of our global health investment now is HIV/ 
AIDS, 80 percent. That does not reflect the global disease burden 
or mortality rates. 

Now I am concerned about the lack of investment in child health, 
maternal health and family planning. In his testimony again, 
President Daulaire went on to say, and I quote him, “Antiretroviral 
drugs alone cannot save children without child health services that 
are currently withering on the vine because resources and man- 
power are being redirected to HIV/AIDS. Every year as many chil- 
dren around the world die from diarrhea as people die from AIDS. 
It costs six cents to cure a child of diarrhea. Nearly $100 million 
invested in attacking the common causes of childhood death like di- 
arrhea saves between 115,000 and 200,000 children. Every $100 
million invested in maternal health provides care for 4 million 
women. Every $100 million invested in family planning prevents, 
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prevents 825,000 abortions. Yet this year’s budget cuts child sur- 
vival and maternal health by $251 million.” 

So here is my other concern, and Mr. Kirk talked about it and 
a few other members did too, and it was a concern I had when I 
voted for the original PEPFAR, and it is not pleasant to talk about. 
Every person we put on treatment is a lifetime commitment. Every 
million more people we put on treatment extends our commitment 
farther into the future. A $50 billion PEPFAR program is going to 
crowd out other necessary and cost-effective investments in global 
health and many other foreign assistance priorities. 

This is the committee of tough choices. We are going to have to 
choose which programs get funded and which ones get cut, and we 
know those cuts mean children and families around the world are 
going to suffer and not have the same hope and opportunity that 
they should have. So, Dr. Hill, you had to put the budget together. 
Could you please tell me and this committee what cuts are going 
to be made to child survival and health to conform to the budget 
request of putting 80 percent in HIV/AIDS? 

Mr. Hill. Let me begin. Thank you very much for the difficult 
but important questions. I think you began by making the, I think 
commendable point, that is without any question true, that we had 
better think very seriously about what the connection is between 
HIV programs and other health programming, and you raised a 
question of balance and you mentioned the 80 percent of health 
monies for HIV, and this is a concern of course. Let me respond 
to that as best I can. 

I think it is funny, I had somebody in my office just last week 
who used to work in South Africa, one of our health directors, and 
he said, you know, I remember the day we sent a cable to Wash- 
ington begging them for $2 million for HIV. It was not on the radar 
screen. And now I think it is someplace between 350 and 400 mil- 
lion dollars that USAID is spending in South Africa, and I think 
it is well over half a billion that PEPFAR puts into it. 

So there has been a sea change, and it happened because people 
became so absolutely petrified by what would happen if an HIV 
pandemic swept across and decimated populations and everything 
else would fall apart if this happened. And in a bipartisan way, the 
Congress tried to address that, and now looking back, you could 
ask the question, or even looking forward: do we need to make ab- 
solutely sure that we do not get unbalanced, that we do not neglect 
things we ought not to neglect? 

And so I think your basic premise is right. I think we ought to 
keep our eye on these other parts of the health portfolio as well. 
I would indicate something I am pretty sure you already are aware 
of, but I think a lot of people are not. They think that if the bipar- 
tisan reauthorization bill passes for $50 billion, it is $50 billion for 
HIV, and it just contributes further to the imbalance you are talk- 
ing about, when in fact, the draft bill at least would have $9 billion 
that would be malaria and TB and which would substantially 
quadruple the PMI efforts that were already large, and increase 
significantly our capacity in TB. So those parts at least can help 
the other parts of the portfolio, which will save hundreds and thou- 
sands and tens of thousands of lives. 
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Let me also mention and amplify your point that most people 
who die of HIV, at least a lot of them, die of TB — ordinary TB, that 
they are vulnerable to because their immune system is com- 
promised. Every dollar that we put into TB that is not for HIV- 
positive people can have a positive impact on what Ambassador 
Dybul is doing because there is less TB around to infect the people 
who then will require the treatment. So what we do with the rest 
of the health portfolio will have an impact on whether the HIV ef- 
forts succeed or do not succeed. 

There have been increases in other parts of health besides 
PEPFAR if you look at malaria and now neglected tropical dis- 
eases. But I think your concern about maternal and child health 
is legitimate. I think we need to focus there as well, although ma- 
ternal and child health will be affected by the successes in malaria 
and they will be affected by some of these other things as well. But 
some of these other more standard things are extremely important 
as well and we really need to work on it. 

Just yesterday Ambassador Dybul and I were on a conference 
call in different buildings here in D.C. with our staffs to talk about 
how to integrate more effectively, and this brings me to my last 
point. I would hate to see a situation where people who are con- 
cerned about non-HIV health sectors viewing PEPFAR and the re- 
authorization bill as a way to do these other things, family plan- 
ning and other things that are legitimate. I would hate for them 
to think that the best way to do that is to put it on the shoulders 
of PEPFAR. I think that will muddy the work that Ambassador 
Dybul has to do. 

I think it is much better to put money in the portfolios, whether 
it is USAID or whatever, that do this work and tell us to cooperate 
with PEPFAR to do the wraparounds in a way that makes sense 
rather than trying to expand the focus of PEPFAR into all sorts of 
other health initiatives, which would require an expansion of their 
infrastructure in ways that would not be as rational or efficient as 
it would be to deal with the other places that are actually doing 
the work. 

But we work together even now. Even though the pots of money 
are separate, we work now to coordinate in HIV-positive infested 
areas so to speak and will continue to do that. And maybe I will 
just add one point. We have always talked about health here, but 
to be perfectly blunt, I think this would fit with something Rep- 
resentative Kirk said earlier as well. We better keep our eye on the 
big development pictures as well. 

I mean, at some point, there may have to be a PEPFAR-like com- 
mitment to economic growth, because all of these things are inter- 
connected. For these countries eventually to have the infrastruc- 
ture that will support and be able to take over some of the burden 
of treatment and other primary health services, they are going to 
have to have economies that grow. There is going to have to be jobs 
for people. If there are jobs for people, that affects the vulnerability 
of young women. If there is education for people, it affects the vul- 
nerability of girls to what gets them in trouble with HIV/AIDS. So 
I hope we keep our eye on the big development picture, and not 
even just the diverse health portfolio. Thank you. 
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Ambassador Dybul. Would you like me to respond to Congress- 
woman McCollum’s three questions? I will do it quickly. 

Your first question was how much money do we spend on wrap- 
arounds. First of all, we do have some great programs for general 
development, the Millennium Challenge Corporation, OPIC. How 
much do we spend on specific wraparounds? Let me give you some 
specific examples. In 2007, $698 million for capacity building, 
which went for physical infrastructure and also supported the sala- 
ries of 100,000 healthcare workers. They do not just do HIV/AIDS. 
That is not how clinics in Africa work. You know the clinic does 
HIV on Tuesdays and Wednesdays or Thursdays and Fridays and 
it is regular the rest of the time, or people rotate through the HIV/ 
AIDS clinic. So we are actually building that capacity physically 
and through workforce. 

As I mentioned, $93 million in 2008 on food, nutrition, liveli- 
hoods, and clean water. A hundred and fifty million dollars for TB 
in 2008, up from $27 million just a few years ago. About $300 mil- 
lion for orphans and vulnerable children work. Huge amounts of 
money going into what would typically be called wraparounds, and 
it is having an impact. We are seeing TB coverage increase among 
HIV-positive people, which is 80 percent of TB in some countries, 
from 40 percent to 80 percent. The malaria example I told you cov- 
ering 1.5 million people with nets in six weeks in Zambia at three- 
quarters less the cost. 

And now the data are bearing this out. As I mentioned, 83 per- 
cent reduction in infant mortality among non-HIV-positive kids be- 
cause of our interventions and care and treatment to keep the par- 
ents alive, because we know there is a threefold increase in kids 
dying if their parents die. So HIV-negative kids staying alive. A 93 
percent reduction in orphans 

Ms. McCollum. Can I just say a qualification? 

Ambassador Dybul. Yes. 

Ms. McCollum. When you are talking about that, you are only 
talking about the increase in the focus countries, though? 

Ambassador Dybul. I am talking, correct, where 

Ms. McCollum. Just for the record, it is not all of Africa? 

Ambassador Dybul. Correct, correct. It is where our intensive 
work is occurring. 

Ms. McCollum. Thank you. That is why I wanted to know what 
there was more of. 

Ambassador Dybul. Right, right. I understand. A 93 percent re- 
duction in orphans. In Botswana, we have seen for the first time 
a reduction in infant mortality and an increase in life expectancy 
because of HIV interventions. So the impact of HIV/AIDS is far be- 
yond that. 

How much money is too much? What percent? Well, I gave you 
a lot of dollar amounts. If you add them ah up, that is quite a bit. 
Rwanda actually as a government did an evaluation. They said 40 
percent of their PEPFAR dollars — now they are double-checking 
their math and they are even going to go to Harvard to work on 
it — but 40 percent of their PEPFAR dollars contributed to non-HIV/ 
AIDS general healthcare, 40 percent. That is a pretty healthy num- 
ber because of ah those things I told you about. 
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What suggestions could we have for Congress for language, and 
I would have to say none because it is all in the original Leader- 
ship Act. We are coordinating on TB, President’s Malaria Initiative, 
neglected tropical diseases now, gender, water, food, workforce, 
education, economic growth. We gave you examples of all of it in 
dollar amounts. For most of it, we are trying to collect more of it. 

So there is no question we can do better. We are trying to do bet- 
ter on it. But all the authority is there in the Leadership Act, and 
we are trying to build on it. We are only three and a half years 
old. I think we have done an awful lot in these areas for three and 
a half years. We have a lot left we can do, no question about it. 
The authority is there, and we intend to use it. 

Mrs. Lowey. Before I turn to Mr. Wolf, I just want to thank you 
both for your focus on coordination. As you know, every other con- 
versation we have, we have been talking about coordination, coordi- 
nation, and I just want to say I think it was Dr. Hill who talked 
about a PEPFAR commitment to economic growth. I would hope 
that the country planning process which is in place led by those in 
the country who really understand the country and the community 
would be making those decisions in coordination with PEPFAR as 
to how best to allocate the dollars. 

So I know we are all on the same page. I know USAID Adminis- 
trator Dr. Henrietta Fore is on that page. And frankly, on our trip 
to Africa in August, there was too much stove-piped implementa- 
tion. And what we heard over and over again, one person would 
say: “I do not have time to really know what my colleague is doing 
because I am so busy fulfilling my own commitments to my own 
grantee.” So I would hope that all the testimony today focusing on 
coordination will only strengthen and that USAID working to- 
gether with PEPFAR and the MCC and all the programs will really 
utilize the bottom-up country planning process so that the coordi- 
nation becomes reality. 

Mr. Wolf. 

Mr. Wolf. Well, I thank the Chair, and I think the last two 
questions that both sides of the aisle asked are important. This is 
why I raised earlier the contribution of China and Russia and other 
countries. And I selected to be on this committee. This is really not 
a question. I want to ask you about the IG. But I selected to come 
on this committee to do, and I thought the gentlelady the same, to 
help people, to make a difference. My faith tells me, you know, 
Matthew 25 says to help the poor, the hungry and the sick. Long- 
term is now the next administration. That is when all these prob- 
lems come up. And I do not think there is enough thought about 
it. There is that Simon & Garfunkel song, “The Boxer”, “Man hears 
what he wants to hear and disregards the rest.” 

I was talking to a group of people the other day. The American 
people are concerned about where this country is going. They are 
concerned about the subprime. They are concerned about the real 
estate market collapsing in a large portion of the country, whether 
it be Florida, whether it be New York or whether it be California, 
whatever. 

They are concerned that if you read the other day, and of course, 
you are in a different field, but Dr. Walker, who is head of the 
GAO, announced that in the next nine years or 10 years we are 
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going to lose our AAA bond rating. Well, if we lose our AAA rating, 
the subprime market will be like a picnic compared to that. And 
he is talking about we will have the same bond rating as Mexico. 
We have a $9 trillion debt. Russia does not have a $9 trillion debt. 
China does not have a $9 trillion debt. We have $53 trillion of un- 
funded liability with regard to Medicare, Medicaid, Social Security. 
The dollar is dropping. The dollar dropped yesterday. It is not 
going to be a shock if it drops again today. The cost of fuel is up 
now. 

So I think both sides have asked a question, and are you crowd- 
ing out everything else that is redevelopment in southern Sudan, 
all the other issues? And I just do not know. We are going to have 
a $400 billion deficit this year. This year the deficit will be $400 
billion. You know, maybe we need to put together a bipartisan 
panel similar to what we did on the Baker-Hamilton Commission 
to kind of take a look and to see how we kind of deal with this 
issue, because as Mr. Kirk said, once you have somebody relying 
on this, it is almost criminal to take them off. 

So I do not know. I think when we talk about this is a long-term 
problem, we are not talking about in the old days, it is 20 years 
out. This is next year. Whoever is elected President will be faced 
with this problem. So what I want to ask you, Mr. Dybul, is we had 
the issue we raised last year, the Boston Globe story about the IG, 
the limousines and everything else. How is that working, the new 
IG? Has enough been done? Is there anything else that can be 
done? Does the IG have adequate funding? And with the increased 
funding that is coming on now, a scandal of spending could just be 
devastating, particularly if people are looking to kind of move in 
the different areas. How is that working now? 

Ambassador Dybul. As it turns out, I am the Chair of the Fi- 
nance and Audit Committee of the Global Fund, which oversees 
this area, so I have a fair amount of knowledge it. The board has 
taken very swift action on these issues. An IG is in place, an ex- 
traordinary IG. I hope you have had the chance to meet with him. 
He has got a year-long plan he is working on. He is going to 
present it in two weeks to our Finance and Audit Committee, his 
work plan for the year, including his staffing needs and the re- 
sources for that. And my vice chair on this committee and the en- 
tire committee and the board is fully committed to ensuring that 
the IG is in place. 

The issues that were raised in The Boston Globe were one-time 
issues. That account has been closed. It was related to an indi- 
vidual who is no longer with the Global Fund. So that issue is pret- 
ty much set to the side. What we are really concentrated on is long- 
term strengthening of the Local Funding Agents, strengthening of 
the accountability and transparency markers. The new executive 
secretary of the Board, all the committees are very much com- 
mitted to that. They are on track in a number of these areas. You 
have asked us to report to you on a number of these areas and we 
do so. 

And so, as with all our programs, there is a lot that we can im- 
prove on, but the steps are being taken. These issues were taken 
very seriously. There were a number of board decisions on them, 
and action is being taken on all of those. And I will be able to come 
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back to you with a lot of information because I oversee for the 
Global Fund these activities, and we have our meeting in two 
weeks, so I would be happy to come back and tell you where we 
are. 

Mr. Wolf. How many will be on the IG’s staff? 

Ambassador Dybul. The IG is going to tell us. I actually have 
a meeting with him tomorrow, but he is going to tell us at the 
meeting in two weeks what he thinks his staffing needs will be for 
this year, for next year and for the following year. 

Mr. Wolf. So what is his background? 

Ambassador Dybul. He has actually been an inspector general I 
think for 20-some years in a number of different areas. He has 
jumped on a number of very critical issues already. He is actually 
setting a work plan I think we would all be very pleased with, in- 
cluding looking at the Local Funding Agents, looking at the report- 
ing and accountability structures, looking at sub and Principal Re- 
cipients, looking at the reporting of goals, setting ethical standards 
within the Global Fund. So he has got a very aggressive, excellent 
work plan, and again, I would be happy to come back after the 
meeting when he presents to the board completely and meet with 
you and give you a full readout on the work plan he has put for- 
ward. 

Mr. Wolf. Maybe you can ask him to come by my office. 

Ambassador Dybul. I am sure he would be very happy to do 
that. 

Mr. Wolf. Okay. Thank you both. Thank you, Madam Chair. 

Mrs. Lowey. I want to thank Ambassador Dybul and Dr. Hill for 
your very thoughtful presentation. I have some additional ques- 
tions, which we will submit for the record, but I do want to say 
that we are indeed fortunate to have people of your caliber serving 
our country in this capacity, and I want to thank you for your 
knowledge and your commitment to these issues. I thought this 
was an excellent hearing. 

There are some very serious questions being raised, and certainly 
this deficit which has grown exponentially in the last six years has 
got to affect the decisions we are going to make. And I would hope 
that in a bipartisan way, we can seriously look at the commitments 
we have made and the resources we have as we move forward. 

This concludes today’s hearing on the fiscal year 2009 budget re- 
quest for Global HIV/AIDS and USAID’s Global Health Program. 
The Subcommittee on State, Foreign Operations, and Related Pro- 
grams stands adjourned. 
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Strengthening Health Systems: Achieving impact while investing in health systems is 
challenging, given the low levels of resources available in most countries with high 
fertility and mortality, and thus the huge number of potential claims on additional 
resources. USAID is recognized as a major contributor to approaches that strengthen key 
elements of health systems, while doing so in ways that link these investments to 
improved health outcomes. Our efforts have made important contributions in several 
critical dimensions of health systems, including: 

■ Quality improvement - USAID has been a global leader in the application of 
modem quality improvement approaches to health and family planning programs 
in developing countries. These approaches are being used to improve basic 
services, such as reducing delays in management of life-threatening obstetric 
complications and improving care of severely ill children; in hospitals in 
Nicaragua, this approach reduced child deaths from malaria by 86 percent, from 
diarrhea by 57 percent, and from pneumonia by 38 percent. 

■ Drug and commodity supply and logistics - USAID is a major supporter of 
systems that provide, distribute, and track contraceptive, anti-malarial and other 
essential public health commodities. Additionally, technical assistance in 
pharmaceutical management and/or supply chain strengthening was provided in at 
least 39 countries. For new products, like zinc for treatment of diarrhea, USAID 
works with the U.S. Pharmacopoeia to develop quality and manufacturing 
standards needed to allow international procurement by UNICEF and countries, 
and also works with manufacturers to assure adequate quantity and quality of 
products required by programs. 

* Financing- USAID worked with WHO and the World Bank to develop “National 
Health Accounts,” tools which for the first time allow country governments and 
their partners to see all the resources available for health - not just from 
government, but from donors and from families themselves. These important 
decision-making tools are now being utilized in approximately 70 countries, with 
direct USAID assistance to 26 of these. Another important approach is technical 
assistance to community-based insurance plans, or “ mutuelles ,” which is an 
innovative way to finance health care in Africa. These community-based plans 
now exist in about a dozen African countries; in Rwanda alone, where USAID is 
providing assistance, by 2006 there were over 300 community-based plans 
serving over 3.1 million people (or 40 percent of the population). 

Americans can be proud that millions are alive and healthy because their tax dollars were 
wisely and compassionately used abroad. Yet, despite these important successes, 
millions of children under the age of five die every year from preventable and treatable 
diseases such as measles, diarrhea, and pneumonia. Four out of every 10 people lack 
access to basic sanitation; 33 million people live with HIV/AIDS. There is much more for 
us to do. Thus we must continue to leverage our resources whenever possible and 
maximize the effectiveness of all programs we design and implement. 
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The need for continued United States global health leadership is apparent. The key to 
saving lives, especially children, is to expand the approaches and interventions that have 
been successful to reach all who need them. Thank you again for your continued support, 
and the opportunity to testify before you today. 
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Questions for the Record Submitted to 
Assistant Administrator Kent R. Hill by 
Chairwoman Nita Lowey (#1) 

House Appropriations Committee, Subcommittee on Foreign Affairs 

March 11, 2008 

Coordination 


Question: 

The United States has increased its investment in global health programs 
over the past ten years six-fold. Much of that funding is through Presidential 
initiatives such as PEPFAR and the malaria initiative where there is a 
specific plan for how much is allocated to specific countries. The Global 
Fund has also been working with host governments in most of these 
countries to develop national plans and strategies for HIV/AIDS, TB, and 
malaria. 

• Are our bilateral programs under these initiatives coordinated with the 
Global Fund-supported programs and are they integrated with the 
strategies of the host country? 

Answer : 

The U.S. Government’s (USG) bilateral health programs are 
coordinated closely with Global Fund-supported programs and are well- 
integrated with host country strategies. Almost all countries with a USG 
bilateral HIV/AIDS program have USG representation on Global Fund 
Country Coordinating Mechanisms. This level of coordination underscores 
the U.S. commitment to the “Three Ones,” key principles for the United 
States, major donors (including the Global Fund), and national partners to 
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support coordinated, country-driven action against HIV/AIDS. The “Three 
Ones” promote: 

• One national plan; 

• One national coordinating authority; and 

• One national monitoring and evaluation system in each of the host 

countries in which organizations work. 

The USG and the Global Fund work jointly on regional issues, such as 
human capacity development and strengthening health systems, and share 
strategic plans and approaches, as evidenced by the upcoming Implemented 
Meeting, organized by PEPFAR and co-sponsored by the Global Fund and 
UNAIDS. 

Each PEPFAR Country Operational Plan (COP) includes a description 
of the coordination with the Global Fund at the country level. The 
coordination cuts across all PEPFAR program areas and Global Fund service 
delivery areas. An often cited example of this successful coordination is the 
division of labor in numerous PEPFAR focus countries in the area of 
antiretroviral (ARV) procurement whereby the Global Fund supports the 
procurement of first-line ARVs and PEPFAR supports procurement of 
second-line ARVs. 

The U.S. Global Fund AIDS Coordinator also has taken advantage of 
the discretion provided by Congress since FY 2005 to allocate up to five 
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percent of the Foreign Operations appropriations for the Global Fund to 
provide technical assistance (TA) to alleviate bottlenecks in the 
implementation of Global Fund grants. The Coordinator allocated $32.4 
million from FY 2005 and FY 2006 appropriations, including: $6.3 million 
for a pilot program to provide demand-driven technical assistance to Global 
Fund Country Coordinating Mechanisms (CCMs) and Principal Recipients 
(PRs) in 38 eligible countries; $3.8 million for targeted, disease-specific 
technical assistance efforts through the Green Light Committee (GLC), the 
Stop TB Partnership, and the Malaria Action Coalition (MAC); $14.8 
million to the Grant Management Solutions (GMS) Project awarded in 
August 2007 through USAID to provide demand-driven technical assistance 
to CCMs and PRs, and $7.5 million for targeted efforts through the Roll 
Back Malaria (RBM) Partnership, the three Joint U.N. Program on 
HIV/AIDS (UNAIDS) Technical Support Facilities (TSFs) in sub-Saharan 
Africa, and UNAIDS National AIDS Spending Assessments (NASA). The 
Coordinator also allocated an initial $4.5 million from FY 2007 
appropriations for additional support to Stop TB and the GLC. 

The President’s Malaria Initiative (PMI) also is closely coordinated 
with the Global Fund. Each year during the planning process, the PMI 
closely collaborates with Global Fund representatives on the allocation of 
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resources and support to the National Malaria Program. If Global Fund 
grant resources are covering drug needs, for example, PMI will program its 
resources for other intervention areas. In a number of circumstances PMI 
funding is used to complement and maximize Global Fund resources. For 
example: 

• In several countries such as Uganda, Rwanda, Mali, and Madagascar, 
PMI has collaborated with the Global Fund and other international 
and local partners to implement mass campaigns to distribute 
insecticide-treated mosquito net campaigns; 

• In Senegal, a Round 4 Global Fund grant is funding all artemisinin- 
based combination therapy (ACT) treatments through 2009, while 
PMI is focusing on training health care workers to use ACTs, 
developing IEC/BCC messages to encourage prompt treatment of 
fevers, and strengthening the laboratory diagnosis of malaria; 

• In Rwanda, PMI provided resources for the National Malaria Control 
Program to supervise and follow up on a nationwide integrated 
campaign that distributed 1.35 million long-lasting insecticide-treated 
mosquito nets (that were procured by the Global Fund) to children 


under five; and 
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• In Uganda, the Global Fund procured more than 8.7 million ACT 
treatments while PMI supported the distribution of these treatments to 
health facilities and to community drug distributors. 

PMI also works closely with the World Health Organization (WHO) 
Roll Back Malaria (RBM) program at the country and the headquarters 
level. PMI recently funded RBM to assist with Global Fund proposals, 
which contributed to a significant increase in accepted proposals. 

PMI activities are planned and implemented in close collaboration 
with each host country’s Ministry of Health (MoH), and the PMI works 
within the overall strategy and plan of the host country’s national malaria 
control program. The PMI’s long-term goal is to strengthen in-country 
capacity so that gains achieved with USG and other donor support can be 
sustained. Some examples include supporting refresher training for 
laboratory workers, supporting quality control of malaria diagnosis, training 
staff to plan and conduct indoor residual spraying (IRS), and improving 
pharmaceutical supply and management systems for the proper distribution 
and use of ACTs and intermittent preventive treatment for pregnant women 


(IPTp). 



596 


USAID’s bilateral TB programs are closely coordinated with Global 
Fund grants at the country level. In partnership with the National TB 
Programs at the country level, USAID strategically programs its resources to 
complement Global Fund grant resources. USAID also works with country 
partners and the Stop TB Partnership to provide support to countries to 
develop strong Global Fund proposals and to assist with Global Fund grant 
implementation. 

USAID’s primary partner at the country level is the national TB 
program and our efforts are designed to work closely with the National TB 
program to help them fill in any gaps and accelerate their programs. 
Question : 

Another element of coordination is within the U.S. government - developing 
a coordinated country strategy for all U.S. government programs in any 
particular country so that our health programs are part of a coherent 
approach to strengthen and advance comprehensive development objectives. 
First, resource allocation decisions for these initiatives are not always 
informed by decisions made as part of the “F” process and second — these 
resources are narrowly defined in terms of what they can fund. One element 
of PEPFAR’s success has been its focused approach to HIV/AIDS 
assistance. But, PEPFAR will not reach its goals unless beneficiaries have 
clean water to take their medication or sufficient food to meet their 
nutritional needs. For that reason, the fiscal year 2008 omnibus included 
direction to expand PEPFAR support for food security and nutrition 
programs. 

• Can you explain how PEPFAR and PMI resources are coordinated 

with other health and development resources? 


Answer: 
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PEPFAR resources are coordinated with other health and development 
resources through “wrap-around” activities that link together PEPFAR 
programs with those from other sectors to provide comprehensive program 
support and improve the quality of life to HIV/AIDS-affected and -infected 
communities. 

Wrap-arounds leverage resources, both human and financial, from 
entities with different funding sources in order to complement Emergency 
Plan 2-7-10 goals and maximize the effectiveness of programs. 

Through strategy and program development processes at the country 
level, PMI investments are carefully coordinated with other health and 
development resources, and in a number of areas, “wrap-around” these other 
program investments. For example, in many countries, PMI programs 
are not only investing in drug management and logistical systems to deliver 
malaria drugs and other commodities, but are working to improve the overall 
drug and logistic management systems by building capacity in forecasting, 
procurement, storage, and distribution of antimalarials. Where there are 
other investments in drug and logistics management systems, PMI is 
working carefully to link our investments. As these systems are 
strengthened for malaria drugs, these investments also benefit the 
management and logistics for other essential drugs. PMI’s support for 
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improved malaria surveillance and reporting also strengthens countries’ 
national health management information systems. PMI-supported programs 
for malaria prevention and treatment are integrated with maternal and child 
health programs by distributing insecticide-treated mosquito nets, providing 
preventive anti-malarial treatment for pregnant women through antenatal 
clinics and child health services. These PMI investments “wrap-around” and 
strengthen overall antenatal care. PMI support for improving laboratory 
diagnosis of malaria benefits laboratory services more broadly so that these 
strengthened laboratories can provide services for other health areas and 
disease as well. 

In addition, PEPFAR resources are being used to fund safe water and 
hygiene programming in the context of the “Preventive Care Package” of 
evidence-based interventions to protect the health of PLWHA recommended 
to country programs in 2006. A recent analysis of Country Operational 
Plans in 22 countries revealed an estimated $12 million in PEPFAR-funded 
safe water, hygiene and sanitation activities for FY 2008. A water, hygiene 
and sanitation specialist from USAID’s Environmental Health Team now 
sits on PEPFAR’s Care and Support Technical Working Group, which is 
developing technical guidance and tools for country teams on how to 
integrate safe water, hygiene and sanitation into HIV/AIDS programs. 
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Linkages are also being forged with activities in country for provision of 
water and sanitation infrastructure and a more sustainable approach to 
ensuring access to vulnerable populations. 

Question : 

• To what extent are resource and program decisions informed by the 

program decisions made during the “F” process? 

Answer: 

The role of the “F” process is to provide a worldwide USG approach 
to foreign assistance, based on the Administration’s overall foreign policy 
objectives. In its budget process, F ensures that the operating units have a 
comprehensive budget aligned with U.S. national security and development 
objectives. In addition, F ensures that, Congressional earmarks are met and 
that resources are strategically distributed among operating units. The 
foundation for the “F” process is a unified Strategic Framework with a 
common set of definitions and indicators and a common method to evaluate 
foreign assistance programs and their impact in achieving foreign assistance 
objectives. For example, the PEPFAR resource and program decision- 
making process is informed by the “F” process. This process is developed 
through a combination of PEPFAR Country Operational Plans and F 
Operational Plans, each of which identifies links between strategic priorities, 
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funding, activities, and desired results. Country Operational Plans are 
intended to describe how the use of foreign assistance resources is integrated 
across objectives, including those related to PEPFAR. 

Question : 

• Wouldn’t the process be more effective if all health and development 
resources were allocated together in a comprehensive country 
planning process? 

Answer : 

This already is happening within the International Affairs 150 
Account. F provides a worldwide USG approach to foreign assistance based 
on the Administration’s overall foreign policy objectives. In its budget 
process, F ensures that the operating units, including all USAID Missions, 
have a comprehensive budget aligned with U.S. national security and 
development objectives. F Operational Plans, as well as PEPFAR Country 
Operational Plans, describe how the use of foreign assistance resources is 
integrated across objectives. This process, however, does not include all 
sources of USG foreign assistance, such as the Department of Defense, 
Department of Treasury, and Department of Justice. 

Question : 

• Can you explain how PEPFAR will meet the food security and 
nutrition directive? 
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Answer : 

PEPFAR will meet the nutrition and food security directive by 
continuing to assist countries in the development of strategies and 
implementation of programs that provide nutritional support as a vital 
component of clinical care and treatment services. PEPFAR changed its 
data system to enable reporting on beneficiaries, as well as an accounting of 
dollars planned for actual food purchased with PEPFAR resources. 

With FY 2008 PEPFAR funding, the National Kenya Food by 
Prescription (FBP) Program, which integrates nutritional assessment, 
counseling, micronutrient supplementation, and feeding support is being 
replicated and adapted in Ethiopia, Uganda, Haiti, Zambia, Namibia, and 
Cote D’Ivoire. 

A change in PEPFAR policy in FY 2007 will allow programs to 
follow World Health Organization (WHO) guidance to provide feeding 
support to clinically malnourished HIV-infected adults before they become 
severely malnourished, reducing the time and cost required to nutritionally 
rehabilitate patients. 

In addition, through wrap-around HIV/AIDS programs, we are 
funding micro-enterprise activities to support families and individuals living 
with and affected by HIV/AIDS so that beneficiaries can generate income 
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and access the food that they need. For instance, through PEPFAR, 
USAID's Urban Agriculture Program in Ethiopia has helped 38,000 HIV- 
affected women and children generate income from garden plots they 
manage and maintain. The activity helps them remain in school and adhere 
to AIDS treatment due to better food intake from garden-grown vegetables. 
An important component of the initiative is to combine training on 
gardening techniques, like drip irrigation management, with HIV/AIDS 
education. 

PEPFAR also supports nutrition counseling and micronutrient 
supplementation as part of a preventive care package for adults and people 
living with HIV/AIDS. 

Finally, in 2007 PEPFAR and USAID’s Office of Food for Peace also 
established a conceptual framework to guide coordination between 
programs, and to serve as a basis for strengthening HIV household- and 
community-based food security assistance. 

Question : 

• What is being done to allow a broader interpretation of how PEPFAR 
and PMI resources can be used to address the needs of beneficiaries 
more comprehensively and make the assistance more effective? 


Answer: 
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PEPFAR and PMI resources are being programmed in ways that will 
directly and indirectly build health systems, increase the coverage of 
integrated maternal and child health services, and strengthen overall capacity 
in host government ministries of health and national malaria control 
programs. PEPFAR and PMI already have seven focus countries in 
common (Ethiopia, Kenya, Mozambique, Rwanda, Tanzania, Uganda, and 
Zambia) where they provide broad support to improve the quality of 
antenatal services, which is a critical platform for the delivery of HIV/AIDS 
and malaria interventions. Both programs support community-based 
programs, pharmaceutical management, health management information 
systems, and laboratory services, which contribute to the long-term goal of 
strengthening in-country capacity so that gains achieved with USG support 
can be sustained. One example of how PEPFAR and PMI allow broader 
interpretation of resources to address the needs of beneficiaries includes 
activities in Zambia. In Zambia, approximately one million people are 
receiving ITNs through a $2.5 million public-private partnership among 
PEPFAR, PMI, and the Global Business Coalition on HIV/AIDS, 
Tuberculosis and Malaria (GBC). PMI is distributing the mosquito nets 
through PEPFAR’s existing home-based care network in Zambia, RAPIDS, 
which reaches more than 1 54,000 households. By utilizing the existing 
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network, PMI is able to reach the most vulnerable populations while 
decreasing its distribution costs so that program funds can benefit more 
people. 
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Questions for the Record Submitted to 
Assistant Administrator Kent R. Hill by 
Chairwoman Nita Lowey (#2) 

House Appropriations Committee, Subcommittee on Foreign Affairs 

March 11, 2008 

Health and HIV/AIDS Program Integration 


Question : 

Although most U.S. government global health programs begin with a 
community-based focus, PEPFAR began with a centralized network model 
that invested resources in hospitals and large health care clinics. The 
success of the PEPFAR program demonstrates that this approach worked in 
the beginning but it has become evident that the hardest to reach populations 
will not receive services unless the program begins to work in primary 
health care settings. There are particular concerns about the need to 
integrate services for women where they commonly seek health care. 

• How have PEPFAR funds been used to strengthen primary health care 
clinics; antenatal health clinics for pregnant women; and family 
planning clinics? 

Answer : 

PEPFAR programs have strengthened primary health care clinics, 
antenatal health clinics for pregnant women, and family planning clinics in a 
number of ways. For example: 

• A USAID grant to the World Health Organization (WHO) to integrate 
HIV prevention, care, and antiretroviral therapy at primary health centers 
is helping to standardize operational and clinical guidance and patient 
monitoring systems for delivery of HIV services at primary health 



centers, which will improve the efficiency, quality, and sustainability of 
integrated services at these centers; 

A recent study in Rwanda demonstrated that the addition of basic HIV 
services (i.e., HIV counseling and testing, as well as care of HIV 
patients) to primary health centers contributed to an increase in the use of 
non-HIV services, including maternal and reproductive health, prenatal, 
pediatric, and general health care; 

PEPFAR-supported programming to prevent mother-to-child 
transmission (PMTCT) encompasses a wide range of critical 
interventions aimed at strengthening antenatal care (ANC) services, 
including: 

- provision of technical assistance and expanded training for health care 
providers on appropriate antenatal care, safe labor and delivery 
practices, infant-feeding counseling and nutrition support, family 
planning counseling, use of postpartum visits, and malaria prevention; 

- strengthening referral links to family-centered antiretroviral treatment 
(ART) and care programs so that eligible HIV-infected mothers, 
children, and fathers can access life-saving therapy together; 
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- referring clients to nutrition, child survival, and family planning 
programs to improve overall HIV-free survival among children bom 
to HIV-positive mothers; 

- strengthening referrals for HIV testing for partners of HIV-positive 
women identified in antenatal clinics, and 

- implementing routine (opt-out) testing and counseling in antenatal, 
delivery, and postpartum settings. 

By promoting the routine, voluntary offer of HIV testing, PEPFAR has 
helped increase the rate of uptake among pregnant women to 90 percent 
at many sites; 

• PEPFAR supports referrals for women in HIV/AIDS treatment and care 
to voluntary family planning programs at ministry of health (MOH) 
health centers and district and provincial hospitals. Many of these same 
facilities are also supported through USAID’s family planning and 
maternal and child health programs; and 

• PEPFAR also works to link family planning clients with HIV prevention, 
particularly in areas with high HIV prevalence and strong voluntary 
family planning systems. In generalized-epidemic settings, voluntary 
family planning programs are a key service that reaches women in the 
general population, few of whom know their HIV status and who may be 
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at high risk for HIV infection. PEPFAR supports the provision of 
confidential HIV counseling and testing within USAID-supported family 
planning sites as well as linkages with HIV care and treatment for women 
who test HIV-positive. Ensuring that family planning clients have an 
opportunity to learn their HIV status also facilitates early uptake of and 
access to PMTCT services for those women who test HIV-positive. 

Question : 

• In the past, much has been said about the fact that USAID will wrap 
its programs around PEPFAR programs in order to meet the other 
health and development needs of the people being served. How much 
has this really happened? Can you give specific examples of where 
this has worked well and where it has not? 

Answer : 

Many PEPFAR programs are wrapped around other USAID 
programs, and these approaches benefit from synergies across sectors. They 
also maximize the potential for sustainability by making the most effective 
use of each service contact with families. While many areas of collaboration 
are still being forged, some promising practices already are in place. 

Numerous examples of Family Planning (FP)/HIV wrap-arounds exist 
at the country level. In Kenya and Rwanda, family planning and HIV/AIDS 
are being integrated at all levels of the MOH. Both Rwanda and Kenya have 
MOH health facilities that offer comprehensive health services, including 
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family planning for HIV positive clients. In Rwanda, where faith-based 
organizations manage some of the health facilities, women are referred for 
family planning to nearby MOH sites. In Uganda, family planning funds 
were used to pilot the integration of family planning with ART services. 
Staff of The AIDS Support Organization (TASO), a Ugandan NGO that also 
receives PEPFAR funds, received training in family planning counseling and 
have started offering oral contraceptive pills and injectables (provided by the 
MOH and purchased with FP funds or donated by other donors) and 
referring women to the district hospital for all other methods. This pilot 
activity is expanding to other districts in the country. In Tanzania, USAID- 
supported family planning partners are working to strengthen the clinical 
skills of health providers at regional referral hospitals, complementing the 
PMTCT efforts under PEPFAR. In Ethiopia, the government started 
voluntary counseling and testing in one province at all health centers. South 
Africa, Nigeria, Haiti, and Zimbabwe have initiated smaller wrap-around 
activities in PMTCT, ART, and VCT. USAID currently is investigating the 
cost-effectiveness of various models of wrap-around FP/HIV interventions 
in order to inform the design and implementation of future efforts. 

Additionally USAID’s health programs have conducted operations 
research to identify best practices for wrap-around HIV/AIDS and health 
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programs and developed projects that help governments build the technical 
and managerial capacity of their staff, develop integrated pre-service 
curriculum, and enhance strategies for private sector involvement. 

Within the democracy and governance sector, USAID has worked 
with partners to change policies in support of women. In Kenya, for 
example, a PEPFAR-funded program worked with a local community to 
change inheritance property rights for widowed women affected by HIV. 

Also in the area of education, USAID is leading the President's Africa 
Education Initiative (AEI), which is improving primary education by 
providing teacher training, textbooks, and other materials, including 
HIV/AIDS prevention and life skills curricula. The Ambassadors Girls' 
Scholarship Program is a key component of AEI, providing comprehensive 
support to girls' education, including HIV awareness and mitigation 
activities. 

As noted earlier, PEPFAR resources are also being used to fund safe 
water and hygiene programming in the context of the “Preventive Care 
Package” of evidence-based interventions to protect the health of PLWHA 
recommended to country programs in 2006. A recent analysis of Country 
Operational Plans in 22 countries revealed an estimated $12 million in 
PEPFAR-funded safe water, hygiene and sanitation activities for FY 2008. 
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Question : 

• Over the past five years, how has the focus and geographic 

distribution of USAID health programs changed to respond to the 
PEPFAR program? 

Answer : 

For each of its health program elements - HIV/AIDS, maternal and 
child health, family planning/reproductive health, tuberculosis, malaria, 
avian influenza - USAID has a clear strategic approach that focuses 
resources on countries and regions with the greatest burden for that 
particular health area. Because the needs are so great in Africa for many of 
these health issues, a significant number of PEPFAR countries, specifically 
in Africa, simultaneously require priority funding in family planning, 
maternal and child health, malaria, and TB, as well as HIV/AIDS. 

For example, prior to and with the advent of the President’s Malaria 
Initiative (PMI), malaria resources were refocused primarily on Africa, 
which has the greatest burden. For TB, USAID’s priority countries overlap 
with the list of global TB high burden countries. PEPFAR programs 
actively promote TB/HIV integration especially in high prevalence 
countries. TB is the leading cause of death among people living with 
HIV/AIDS in sub-Saharan Africa and one of the most common opportunistic 
infections (01). PEPFAR supports screening for TB; diagnosis and 
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treatment for TB (including DOTS, sputum, smear microscopy); and 
strengthening TB laboratory infrastructure. 

In family planning, USAID has increasingly shifted resources to 
where needs are greatest. Over the FY 2002-2007 period, family planning 
resources allocated to Africa have increased 50 percent. In some cases 
where USAID would not normally provide population funding, such as 
South Africa, USAID is providing a small amount of population funding 
specifically to facilitate FP wrap-arounds with PEPFAR programs. 

While country priorities for our maternal and child health (MCH) 
programs are determined by MCH-relevant need (e.g., severity and 
magnitude of maternal and child mortality), many of the PEPFAR focus 
countries are also priorities for MCH. In countries with high HIV 
prevalence, USAID is working to improve program coordination and 
synergy in key MCH technical areas, such as cross-training for health care 
providers in PMTCT and antenatal care, ensuring access to pneumonia 
treatment and cotrimoxazole prophylaxis for HIV-positive children, and 
targeting hygiene improvement and safe water activities for people living 


with HIV/AIDS. 
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Question : 

• USAID employees are often the technical experts who implement 
PEPFAR programs in country. How has this impacted USAID’s 
ability to implement its own global health programs? 

Answer: 

The magnitude of resources available under PEPFAR and the urgency 
of responding to the HIV epidemic have strained human resource allocations 
to other health areas. However, PEPFAR’s ability to bear administrative 
costs associated with program implementation as provided under the 
authorizing legislation has helped manage this effect. USAID has increased 
its technical health staff to support implementation of PEPFAR, while 
attempting to maintain technical expertise in other areas of global health. 

For instance, USAID PEPFAR field staff has increased more than 100 
percent since fiscal year 2006 - from 227 to 556. However, more technical 
staff - both U.S. and local public health professionals - is needed to ensure 
adequate technical oversight of health programs. This continues to be a 
priority for USAID. For example, over the past year USAID, in 
collaboration with the Office of the U.S. Global AIDS Coordinator, has 
conducted “staffing for results” exercises in PEPFAR focus countries to 
identify additional staffing requirements for the PEPFAR program and to 
provide the financial resources needed to recruit and place the staff. In 
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addition, Administrator Henrietta H. Fore’s Development Leadership 
Initiative calls for doubling the number of technical assistance experts 
working directly with the people of strategic partner nations to advance 
human progress, particularly in the area of health, by 201 1 . 

Question : 

• The fiscal year 2008 omnibus bill encouraged collaboration between 
USAID’s maternal health program and PEPFAR in order to expand 
access to Prevention- to- Mother-to-Child-Transmission (PMTCT) 
programs. Can you please provide an update on the status of that 
collaboration? 

Answer : 

Collaboration in the implementation of USAID’s Maternal Health and 
PEPFAR programs occur on several levels in order to expand access to 
PMTCT programs, including: 

• Coordination through a technical working group for pediatric and 
PMTCT issues, which includes PEPFAR and USAID maternal and child 
health experts (this working group provides a direct and sustained 
communication link between MCH and PEPFAR activities and has 
created opportunities for greater collaboration in coordination, linkage, 
wrap-around, and leveraging of resources); 

• USG assistance in the development and revision of guidelines and tools 
specifically related to PMTCT such as UNICEF’s Programming Guide 
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and the UNICEF /WHO Co-trimoxazole Preventive Therapy for HIV- 
Exposed and HIV-Infected infants and children; and 
• The provision of technical support to implement and expand PMTCT in 
the post-natal period in countries such as Kenya, Malawi, Rwanda, and 
Swaziland. 

Based on the Headquarters Operational Plan (HOP) proposals for FY 
2008, maternal and child health partners will work with PEPFAR 
implementers in Malawi and Rwanda to develop and field test an evidence- 
informed resource package with operational program guidance, assessment 
and planning tools, and job aids for matemal-newbom-child health 
integration with HIV. This package will then be available to support other 
countries in their integration efforts. While much of the collaborative effort 
has focused on the content of PMTCT care through guidelines and training, 
PEPFAR HOP implementation and the potential for greater utilization of the 
newly-awarded Health Care Improvement project in FY 2008 allow for 
greater implementation of the process of PMTCT care - ultimately 
increasing the spread of PMTCT through maternal-newborn health entry 
points. 
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Questions for the Record Submitted to 
Assistant Administrator Kent R. Hill by 
Chairwoman Nita Lowey (#3) 

House Appropriations Committee, Subcommittee on Foreign Affairs 

March 11,2008 

Orphans and Vulnerable Children 


Question : 

In recognition of the need to focus on children affected by HIV/AIDS, 
Congress directed that ten percent of global HIV/AIDS resources be 
provided to support programs that assist orphans and vulnerable children. 
These programs work with communities to keep children in families, ensure 
orphans and other vulnerable children have access to essential services, such 
as formal or non-formal education, participate in early childhood 
development programs, receive psychosocial support, and have adequate 
food and livelihood opportunities. There has been some confusion on the 
ground as to which children can be served by these programs. 

• Understanding that programs must be managed very carefully so as 
not to stigmatize those children who have already suffered, what has 
been done to clarify how these programs should provide services in 
the field? 


Answer : 

Providing services for vulnerable children in a way that does not 
stigmatize them and at the same time reflects the intent of Congress to focus 
on children affected by HIV/AIDS is a challenge. We have encouraged 
different strategies for the various stages and types of the epidemic in order 
to identify the children most in need. For example, most countries in which 
we work have a generalized epidemic with high HIV/AIDS prevalence. In 
these cases, most children, and especially the most vulnerable, are affected 
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by HIV/AIDS. We then leave identification of the most vulnerable children 
and how to address their specific needs up to the community members who 
know best what children are most in need and how. This is primarily done 
through community committees, which are often from and supervised by 
local community-based organizations (CBOs) and non-governmental 
organizations (NGOs). In concentrated and generalized epidemics, we also 
encourage partners to identify children in need through linkages with 
HIV/AIDS programs that identify HIV positive persons such as Prevention 
of Mother-to-Child Transmission (PMTCT), counseling and testing, 
treatment, and care programs. In this way, identification of affected children 
is a discreet process that should reduce stigmatizing. Programs are then 
encouraged to provide services in a culturally sensitive way. In some cases, 
particularly where there are orphans and child-headed-households, there are 
sometimes even public ceremonies where the community commits itself to 
caring and protecting these very vulnerable children. If a family has taken in 
children orphaned by AIDS and the family is in need, we encourage the 
service providers to provide services for the entire family (e.g., food 
supplementation) and not just the orphans. In cases where providing support 
would be stigmatizing, we encourage services to be given in a discreet way 
and generally not through home visits. We also encourage joint funding of 
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programs with other sources that can more generally address the needs of 
children (e.g. UNICEF, USAID-DCOF) so that all vulnerable children, 
regardless of cause, may be served. Each of these strategies is designed to 
provide services sensitively to those in need without further stigmatizing the 
children. 

Question : 

• Can you outline whether and how the Global AIDS Initiative 
will be reaching the 10 percent OVC earmark this year? 

Answer : 

PEPFAR successfully met the Orphans and Vulnerable Children’s 
(OVC) earmark in both FY 2006 (12.2 percent) and FY 2007 (10.2 percent), 
and based on the FY 2008 Country Operational Plans (COPs), PEPFAR will 
reach the 10 percent OVC funding earmark in FY 2008 as well. Each 
country is required to meet the 1 0 percent OVC budgetary requirement as 
presented in their Country Operational Plans (COP). If a country does not 
meet their 10 percent requirement, that country must submit a justification in 
writing with the COP that must be approved by both the Deputy Principals 
and the Principals before the final budget is approved. This ensures that 
PEPFAR meets the 10 percent OVC budgetary requirement. 
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Questions for the Record Submitted to 
Assistant Administrator Kent R. Hill by 
Chairwoman Nita Lowey (#4) 

House Appropriations Committee, Subcommittee on Foreign Affairs 

March 11,2008 

Tuberculosis 


Question : 

The President's budget request proposes a 44% funding decrease for 
tuberculosis programs. This recommended decrease comes just as we have 
learnt that multi-drug resistant tuberculosis (MDR-TB) is becoming a greater 
problem and after the recent scare experienced when an American citizen 
was reportedly traveling while infected with MDR-TB. The global 
tuberculosis threat remains high and the links with HIV/AIDS treatment and 
care are significant. 

• Can you please explain why the Administration chose to cut funding 
for tuberculosis at this time? 

Answer : 

In addition to $84 million in Global Health and Child Survival 
funding for tuberculosis, the FY 2009 request also includes about $13 
million of funding from other accounts for a FY 2009 request total of $97 
million. This represents a small increase over FY 2007 funding, and over 
the FY 2008 request. 

The FY 2009 budget process presented some very difficult choices 
and there were competing needs not only within the health sector, but across 
all areas of development. With the FY 2008 increase in TB funding from 
Congress, we are working aggressively with country-level and international 



620 


partners to build strong TB programs and help stem the spread of multi-drug 
resistant TB (MDR-TB). Funds requested for FY 2009 will be used to 
continue to focus on these priorities. 

Question : 

• The fiscal year 2008 omnibus provided a significant increase in 
funding that has been used to expand programs. What will be the 
programmatic impact of these cuts in fiscal year 2009? 

• What efforts begun in fiscal year 2008 will be cut back under the 
fiscal year 2009 proposed budget? 

Answer : 

In FY 2008, USAID will use the increased resources for tuberculosis 
to scale-up interventions to effectively respond to and prevent multi-drug 
resistant (MDR) and extensively drug-resistant (XDR) TB - including 
efforts to help countries build strong, effective TB programs to cure patients 
and stem the spread of MDR and XDR TB. Resources will be used to 
increase funding levels for a subset of priority countries that either are at 
high risk of or have documented MDR or XDR TB, or are countries with 
poor case detection and treatment outcomes, which are the key elements for 
the emergence of MDR/XDR TB. In addition, USAID will also meet the 
legislative directive to increase our funding to the Global Drug Facility 
(GDF) to a post-rescission total of $14.8 million. 
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At the FY 2009 request levels, many of the countries will revert to FY 
2007 levels. In those countries, USAID will work with international and in- 
country partners to sustain the expanded efforts launched in FY 2008. In 
addition, funding for the GDF would also revert to the FY 2007 level of $5 
million. 

Question : 

• In light of the World Health Organization’s recent update on multi- 
drug resistant tuberculosis, what is USAID doing this year to address 
MDR-TB? 

Answer : 

USAID has played a key role in the global effort to combat MDR TB 
and the more serious XDR TB. First and foremost, USAID has led USG 
efforts to ensure successful implementation of TB control programs in 
developing countries - the highest priority for preventing the development 
of MDR and XDR TB. USAID also helped develop WHO’s Global 
Response Plan for MDR/XDR TB, and supported rapid drug resistance 
surveys to identify countries with drug resistant TB. These surveys play a 
key role for further documentation of the extent of the problem, and for 
appropriately targeting interventions and resources. 

A priority use of the FY 2008 TB resources is to continue helping 
countries and the global community implement this response plan. 
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Countries prioritized for increased funding in FY 2008 include many of 
those on the MDR/XDR priority list, as well as a few where case detection 
and treatment success are lagging - making for a potential breeding ground 
for MDR and XDR TB . 

As part of the accelerated effort at the country level, USAID will 
work with countries to strengthen basic TB programs, build laboratory 
capacity to better diagnose TB and MDR/XDR TB, scale up MDR treatment 
sites, and implement infection control measures. In addition, funds will be 
used to support the development of laboratory networks, including 
supranational reference laboratories, and to support the development of 
regional centers of excellence which will serve as clinical referral and 
training sites for clinicians and other health care workers for MDR/XDR TB. 
USAID will also invest resources in the development of new TB diagnostics 
and new, shorter-acting anti-TB drugs. 
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Questions for the Record Submitted to 
Assistant Administrator Kent R. Hill by 
Chairwoman Nita Lowey (#5) 

House Appropriations Committee, Subcommittee on Foreign Affairs 

March 11, 2008 

Malaria 


Question : 

Malaria was one of the few disease programs that received a budget increase 
in the fiscal year 2009 proposal. The President's Malaria Initiative (PMI) 
has delivered promising results since its inception, showing the potential 
impact of targeted resources. 

• What will PMI achieve in fiscal year 2009 under the President’s 
request? 

Answer: 

The President’s FY 2009 request of $385 million in malaria binding 
will allow nationwide coverage in the 15 President’s Malaria Initiative 
(PMI) focus countries. The FY 2009 PMI funding is the same as in FY 
2008. We will continue to expand coverage and build in-country capacity to 
provide and sustain high-quality malaria services. We expect that at least 
25-30 million people will benefit from these activities and expect to see 
further evidence of a reduction in the burden of malaria across the 1 5 PMI 
focus countries. Malaria interventions include indoor residual spraying 
(IRS) in all 15 countries, procurement and distribution of insecticide-treated 
mosquito nets (ITNs), and procurement and distribution of treatments of 
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highly-effective artemisinin-based combination therapies (ACTs). In 
addition, PMI will support further capacity building of ministries of health 
and national malaria control programs in pharmaceutical management, 
malaria laboratory diagnosis, IRS, and monitoring and evaluation. 

The full malaria request would also allow USAID to provide 
increased funding for several countries with a very high burden of malaria 
that are not PMI focus countries — namely Nigeria, the Democratic Republic 
of the Congo, southern Sudan, and other regions of Ethiopia. These 
resources would allow for scaled-up coverage of the key prevention and 
treatment services that are the hallmark of PMI. 

Question : 

• What activities will be supported with additional resources? 

Answer : 

The increased funding will support the four proven and effective 
malaria prevention and treatment interventions that have formed the 
backbone of PMI-supported activities in the 15 focus countries and which 
target the most vulnerable populations, children under five and pregnant 
women: 

- indoor residual spraying; 

- insecticide-treated mosquito nets; 
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- artemisinin-based combination therapy; and 

- intermittent preventive treatment of pregnant women. 

If new interventions, such as intermittent preventive treatment of 
infants, are approved by the World Health Organization and authorized by 
the host country, these would also be added. 

Question : 

• Will any of these resources assist the agency in reducing the burden in 
large, epidemiologically troublesome countries like Nigeria or DR 
Congo? 

Answer : 

The increased funding will allow an expansion of PMI-supported 
activities in Nigeria, Democratic Republic of the Congo (DRC), southern 
Sudan, and to the remaining eight regions of Ethiopia (currently PMI is only 
covering the Oromia Region). Expanded efforts in DRC, Nigeria and 
southern Sudan will follow the successful model of PMI, although on a 
reduced scale because of limited funding. This includes the development of 
a comprehensive plan in coordination with national malaria control program 
staff and in-country and international partners based on an initial needs 
assessment that will detail the strategy for scaling-up key interventions as 
well as identifying targets and monitoring systems. Control measures will 
be targeted to those groups who suffer the major burden of malaria in Africa 
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— children under five and pregnant women. The USG will procure key 
commodities, such as antimalarial drugs, long-lasting ITNs, insecticides, and 
equipment for IRS, as well as provide technical and programmatic support to 
strengthen and increase national capabilities and support for system issues 
that facilitate scaled-up implementation, and promote long-term 
sustainability. 

Question : 

• How is PMI coordinating with Global Fund-supported country 

malaria plans? 

Answer: 

As with the Global Fund, PMI supports the host country’s national 
malaria control program’s strategies and plans. As part of each annual PMI 
country planning exercise, PMI staff carry out a needs assessment to identify 
gaps in funding from the Global Fund, other donors, and national resources. 
PMI-supported activities are planned to complement funding and activities 
of these other donors. Since the Global Fund and PMI are the two largest 
financial supporters of national malaria control efforts in Africa, the success 
of the Global Fund malaria proposals is a high priority for the PMI. To 
improve on the 32 percent approval rate of Global Fund Round 6 malaria 
proposals, PMI and other partners including ExxonMobil, Malaria No More, 
and others, supported the Roll Back Malaria (RBM) Partnership to provide 
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technical assistance to a selected group of 20 countries in preparing their 
Round 7 malaria proposals. As a result of this effort, 15 (75 precent) of the 
20 countries had successful proposals, including 9 PMI focus countries. 
Based on this successful experience, RBM is now assisting countries to 
ensure early signing and release of funds from their Round 7 grants, and to 
assist other countries with their Round 8 proposals. 

Question : 

• What impact is PMI having on the global malaria burden? 

Answer : 

By 2010, PMI expects to reduce malaria-related mortality in the 15 
PMI focus countries by 50 percent, when compared with pre-PMI levels. 
Although PMI-supported activities have only been underway for about two 
years, an impact on malaria burden is already being seen. For example: 

• In 2007, PMI worked with the National Malaria Control Program 
(NMCP) to launch IRS in the Muleba District in northwest Tanzania, 
an area with highly seasonal malaria transmission. Information 
collected from the district hospital shows a 37 percent reduction in the 
proportion of blood smears from patients of all ages that were positive 
for malaria during the peak transmission season of June and July, 
when compared with the same time period in previous years. Data 
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from this hospital also show a 70 percent reduction in severe anemia, 
to which malaria is a major contributor. 

• During the past two years, the NMCP, PMI, Global Fund, and other 
partners supported a rapid scale-up of ITNs, IRS, and ACT on the 
island of Zanzibar. As of May 2007, a population-based survey 
showed that 74 percent of children under five and 73 percent of 
pregnant women had slept under an ITN the previous night. In July- 
August 2007, a survey of 10 health facilities showed a greater than 90 
percent decline in the proportion of blood smears positive for malaria 
in children under two years of age, from 22 percent in 2005 to just 0.7 
percent in 2007. 

• Malaria infections are one of the major contributing causes of severe 
anemia in young children in Africa. In Malawi, ITN coverage has 
increased considerably during the past three years through the efforts 
of the NMCP, Global Fund, PMI, and other donors. A 2007 
household survey in six of Malawi’s 27 districts showed a 43 percent 
relative reduction in severe anemia in children aged 6 to 30 months, 
compared with children of the same age in a 2005 survey. These 
surveys also demonstrated that, in this age group, children sleeping 
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under an ITN had significantly reduced risks of malaria infection and 
anemia. 

• PMI and the NMCP supported an IRS campaign in Uganda’s 
Kanungu District during February and March 2007. Data collected 
from the Kihihi Health Center in that district showed a 58 percent 
relative reduction in the proportion of blood smears positive for 
malaria, from 30 percent in August-October 2006 to 13 percent during 
the same time period in 2007. 
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Questions for the Record Submitted to 
Assistant Administrator Kent R. Hill by 
Chairwoman Nita Lowey (#6) 

House Appropriations Committee, Subcommittee on Foreign Affairs 

March 11, 2008 

Child and Maternal Health Programs 

Question : 

In the fiscal year 2008 omnibus, an additional $100 million was provided for 
maternal and child health programs. 

• Can you please explain how these additional resources will be used? 

Answer : 

We plan to use the major share of those resources in approximately 30 
USAID-assisted countries that represent at least 50 percent of maternal and 
child deaths worldwide. By 2013, we aim to achieve an average 25 percent 
reduction of maternal and under-five mortality in these priority countries, as 
well as an average 15 percent reduction of child malnutrition in at least 10 of 
these countries. 

USAID will employ a strategic budgeting approach for allocating and 
programming funds for maternal and child health (MCH) to achieve the 
greatest possible impact. The USAID MCH strategy will: (1) focus on 
expanding coverage and use of a locally-relevant mix of high-impact 
interventions in 30 countries where there is continuing unmet need (in terms 
of preventable mother and child deaths) and where the conditions exist to 
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achieve impact (in terms of government commitment, USAID capacity, and 
contributions by other USG and donor partners); and (2) develop and 
implement programs that can achieve scale and impact with these proven 
interventions, but that also contribute to building more sustainable health 
systems and human resource capacity. 

We also recognize the critical human resource constraints on progress 
in many countries. Therefore, as part of our plan, we are making a 
commitment to increase by at least 100,000 the number of trained, equipped 
and supervised community health workers and volunteers serving at the 
primary care and community levels in these priority countries. This 
measurable health system change will provide and extend critical health 
services in the countries and communities which need them most. The 
success of these community health workers and volunteers will depend upon 
a health system that can deliver the necessary interventions and commodities 
and also ensure quality of care and retention of these workers. 

Question : 

• What will be incorporated into the program design to ensure that these 
resources are having an impact on child and maternal mortality rates? 

Answer : 

USAID has set clear, achievable targets to secure a 25 percent 
reduction in both under-five and maternal mortality rates in the priority 
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countries, and 1 5% reduction in child malnutrition in at least 1 0 of these 
countries, by 2013. This will include identifying outputs attributable to the 
USG to be measured on an annual basis, such as numbers of births with a 
skilled attendant, newborns who received essential newborn care, children 
given DTP3 immunization, children with pneumonia treated with antibiotics, 
and children under 5 receiving vitamin A supplementation. USAID 
Missions will also be encouraged to establish plans for monitoring outcome 
and impact indicators and progress toward five-year targets, including 
periodic reviews by government, USAID, and key partners. Monitoring and 
evaluation will be strengthened to capture the specific outcomes related to 
USAID MCH investments. We intend to make this information fully 
transparent and will establish a website modeled on PMI’s successful 
website. USAID MCH activities will track progress and report 
achievements by posting on the website country program descriptions and 
plans, baseline and periodic monitoring data, funding and other program 
information. 

Question : 

• Will resources be provided to countries that have the highest mortality 
and morbidity rates? 


Answer: 
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USAID has worked with the Office of the Director of Foreign 
Assistance to strategically allocate MCH funding, with significant country- 
level increases in nearly all priority countries. We plan to use the major 
share of those resources in approximately 30 USAID-assisted countries that 
represent at least 50 percent of maternal and child deaths worldwide. These 
countries are characterized by: 

• the highest numbers and rates of child deaths; 

• commitment of the host country government to work with partners 
and civil society for accelerated reduction of maternal and under- 
five mortality; 

• capacity of the USAID mission and the country to manage and 
program increased resources; and 

• opportunities to interact with other resources, including other USG 
investments such as PL 480 Title II, the President’s Malaria 
Initiative (PMI), the President’s Emergency Plan for AIDS Relief 
(PEPFAR), and our own emergency programs, as well as the 
investments of other donors, multilateral agencies, the Global 
Fund, and others. 


Question ; 
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• How will this new funding be used so that it complements other 
global health investments? 

Answer : 

There are important opportunities to leverage new MCH funding to 
effectively complement both other USG and global health investments. 
Many of the focus countries for MCH are also priority countries for 
PEPFAR or PMI. Key interventions target the same groups - i.e., children 
under 5 years of age and pregnant women - and many of the same delivery 
channels (whether in a health facility or in the community) are needed to 
deliver these services. USAID has already been implementing MCH 
programs synergistically with PEPFAR and PMI to maximize a collective 
contribution to reducing maternal and child mortality for our priority 
countries. Further, USAID’s approach is supportive of the recently- 
endorsed Paris Declaration principles that promote: 

• leadership in development activities by countries themselves; 

• alignment of foreign assistance with countries’ own priorities, 
systems, and approaches; 

• harmonization among external partners to reduce the complex 
burden of assessments, plans, monitoring approaches, and 
reporting; and 
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• results-oriented investments by both countries and their donor 
partners. 

In priority countries, USAID will strategically invest its resources 
alongside that of other USG investments, including global partnerships that 
receive USG funds like the Global Alliance for Vaccines and Immunization 
(GAVI) and the Global Fund, while leveraging the support and influence of 
relevant bilateral, multilateral and private sector partners, as well as host 
country governments. Resource mapping to identify key common gaps will 
be especially important in current low-performing countries with great need. 
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Questions for the Record Submitted to 
Assistant Administrator Kent R. Hill by 
Chairwoman Nita Lowey (#13) 

House Appropriations Committee, Subcommittee on Foreign Affairs 

March 11,2008 

Neglected Tropical Diseases 


Question : 

During his recent "legacy" tour in Africa, President Bush announced a five- 
year, $350 million commitment to reducing the global burden of neglected 
tropical diseases. This addition to the U.S. government global health agenda 
is welcomed by Congress, which began this initiative in the fiscal year 2006 
bill. As you know, these diseases do not cause a large number of deaths, but 
they are disabling, disfiguring and otherwise reduce the quality of life for 
millions of people around the world. 

• What will USAID be doing in fiscal year 2009 to begin 
implementation of this large initiative? 

Answer: 


In FY 2009, we are requesting that $25 million be made available to 
support the launch of the Neglected Tropical Disease (NTD) initiative. This 
will reflect a $1 0 million increase over the annual $15 million earmark that 
Congress made available in FY 2008. 

USAID will build on the very successful existing program and aims to 
expand to 13 countries in FY 2009, from the present involvement in eight 
countries. In preparation for the launch of the NTD initiative, USAID will 
capitalize on the robust technical expertise available globally by establishing 
an Advisory Committee in the coming months to collaborate with us in the 
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planning and on-going monitoring of the Initiative. The Advisory 
Committee will include representatives from other USG agencies, 
pharmaceutical industry partners, international agencies, and developing 
countries. The anticipated membership of the Advisory Committee will also 
contribute to global coordination of NTD control efforts. 

USAID will scale-up the NTD Initiative using a combination of need- 
driven and demand-driven approaches. USAID will prioritize support to 
countries with: (a) high overlapping disease burdens; (b) political 
commitment to integrate NTD control efforts; and (c) existing financing 
gaps to reach the populations in need. In addition to these criteria, USAID 
has adopted a demand-driven approach for its current project, whereby 
countries and their partners compete for funding, such as through an 
assessment of the likelihood of success before funding is allocated. In 
addition to these priority countries, USAID will likely also need to engage in 
countries where the disease burden is high but where infrastructure is 
constrained, political commitment weak or the availability of existing 
partners limited. In these cases, we will draw from USG expertise and our 
pool of international partners to implement integrated NTD control. 
Question : 

• Due to the lack of funding in this field, there are few organizations 
that implement programs in this area. How will USAID work to 
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integrate these services into established maternal and child health 
programs? 

Answer : 

The NTD initiative will provide targeted, integrated mass drug 
administration (MDA). Generally, MDA is provided annually through large 
campaigns. USAID will fill any technical gaps by working with its 
international and local technical partners to design campaigns that capitalize 
on the technical expertise available in the countries. MDA campaigns are 
often linked to national child health days, during which several health 
services are provided, or other distribution programs, such as bednets. As 
part of the strategic planning for the NTD initiative, USAID’s NTD team 
will hold a series of meetings with the staff and technical experts working on 
the President’s Malaria Initiative (PMI), President’s Emergency Plan for 
AIDS Relief (PEPFAR), vitamin A distribution, polio, and immunization to 
identify best practices and opportunities for working together at the country 
level. In addition, country proposals will also be required to identify 
opportunities or approaches for working with other distribution efforts. 

Question : 

• In the past, these efforts have led to a reduced effort in primary health 
care programming. How will the design of this program ensure that it 
is additive in terms of overall health services and not a further drain 
on the health care system? 
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Answer : 

The preparation for an MDA campaign relies on the health care 
system primarily for the distribution and storage of drugs, and the training of 
health workers and community volunteers. It does not affect the day-to-day 
operation of the health system at the local level. The provision of treatment 
is commonly done by school teachers, community leaders and local 
volunteers. Country-level ownership is a core principle of the NTD 
Initiative. We will work carefully with Ministries of Health and other in- 
country partners to ensure that MDA campaigns fit well within the overall 
approach to health in country and are part of the national health plans. 
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Questions for the Record Submitted to 
Assistant Administrator Kent R. Hill by 
Representative Frank R. Wolf (#2) 

House Appropriations Committee, Subcommittee on Foreign Affairs 

March 11, 2008 

Health programs: Coordination of services 


Question : 

Administrator Hill and Ambassador Dybul, why does the Congress hear that 
similar health-related goods and services are being provided through 
different funding streams and in varied distribution methods? 

Answer : 

Historically, a number of foreign assistance initiatives began at 
different times. In compliance with federal procurement regulations, we 
have required fair and open competition to undertake implementation of 
these initiatives. These have resulted in goods and services being provided 
under varied distribution methods. 

USAID provides health-related goods and services primarily through 
central agreements working with in-country local partners, which increases 
the efficiency and economies of scale for procurement. By having more 
than one agreement in place, Missions can choose which system is the most 
appropriate for their in-country context. Each agreement offers a respective 
competitive advantage, based on the types of health-related goods and 
services that they are most experienced in providing. By avoiding one 
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monopolistic contract, USAID is able to involve a variety of partners and 
obtain the specialized technical capability required to successfully deliver 
specific health commodities in the field. For example, the procurement and 
delivery of long-lasting insecticide-treated mosquito bed nets (LLITNs) for a 
malaria campaign requires knowledge and experience that is different than 
many other health commodities due to their bulky size and focus on a one 
time distribution. 

In many countries USAID ensures that partners complement and 
coordinate their efforts through a variety of mechanisms including specific 
scopes of work for partners, shared work plans to ensure activities are not 
duplicative, hosting regular partner meetings, and close monitoring of 
outputs and deliverables. Further, partners not only procure health-related 
goods but also work on drug management, logistics, and laboratory systems 
that improve the entire health systems of host countries. 

At the host country level, overall HIV/AIDS resources are prioritized 
according to the PEPFAR Country Operational Plan (COP), a 
comprehensive planning document which outlines how HIV/AIDS resources 
are to be used for a particular program area. For instance, although USAID 
and the Centers for Disease Control and Prevention (CDC) conduct work in 
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related areas, the target beneficiaries generally include different audiences. 
This variation is reflected in the COP. 

Question : 

• Can you provide examples of how US Government-funded programs 
are integrated? 

Answer : 

Many PEPFAR programs are integrated with other USAID programs, 
and these approaches benefit from synergies across sectors. They also 
maximize the potential for sustainability by making the most effective use of 
each contact of services with families. The integration of a U.S. 

Government (USG)- funded health program is detailed in Questions #1 and 
#2 to Chairwoman Nita Lowey, which is part of this submission. 

While many non-health areas of collaboration are still being forged, 
some promising practices already are in place. For instance, within the 
democracy and governance sector, USAID has worked with partners to 
change policies in support of women. In Kenya, a PEPFAR-funded program 
worked with a local community to change inheritance property rights for 
widowed women affected by HIV. 

A change in PEPFAR policy in FY 2007 will allow programs to 
follow World Health Organization (WHO) guidance to provide feeding 
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support to clinically malnourished HIV-infected adults before they become 
severely malnourished, reducing the time and cost required to nutritionally 
rehabilitate patients. 

In addition, through wrap-around HIV/AIDS programs, we are 
funding micro-enterprise activities to support families and individuals living 
with and affected by HIV/AIDS so that beneficiaries can generate income 
and access the food that they need. For instance, through PEPFAR, 

USAID's Urban Agriculture Program in Ethiopia has helped 38,000 HIV- 
affected women and children generate income from garden plots they 
manage and maintain. The activity helps them remain in school and adhere 
to AIDS treatment due to better food intake from garden-grown vegetables. 
An important component of the initiative is to combine training on 
gardening techniques, like drip irrigation management, with HIV/AIDS 
education. 

Also in the area of education, USAID is leading the President's Africa 
Education Initiative (AEI), which is improving primary education by 
providing teacher training, textbooks, and other materials, including 
HIV/AIDS prevention and life skills curricula. In addition, the Ambassadors 
Girls' Scholarship Program is a key component of AEI, providing 
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comprehensive support to girls' education, including HIV awareness and 
mitigation activities. 

Question : 

• What steps have been taken to co-locate programs so that goods and 

services are delivered effectively? 

Answer: 

Co-locating USG-funded programs takes careful planning and 
consideration. In the case of the President’s Malaria Initiative (PMI) and 
PEPFAR, a collaborative framework document was developed in order to 
better serve the individuals and communities in which both initiatives are 
operating. The collaborative framework supports both initiatives to avoid 
duplication, ensure safety, maintain appropriate and efficient funding 
streams, and increase coverage of key interventions. PEPFAR and PMI 
have agreed to hold quarterly headquarters meetings to discuss the status of 
current collaborations and to collect and distribute information about 
collaborative best practices from the field. Additionally, several of 
PEPFAR’s technical working groups, including those on laboratory, blood 
safety, care, and pediatrics are organizing program-specific meetings with 
PMI staff. Field personnel have also recognized the value of sharing annual 
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operational plans between HIV/AIDS and malaria programs to rationalize 
the use of USG resources. 

In addition both malaria and HIV/AIDS programs are often co-located 
in primary health care clinics, antenatal health clinics for pregnant women, 
and family planning clinics to ensure effective delivery of services. 

Question : 

• Are there specific examples where funds are being leveraged and 
successful results are being achieved through co-location of 
programs? 

Answer : 

The planning and coordination between PEPFAR and PMI is 
achieving results. PEPFAR and PMI share seven common focus countries: 
Ethiopia, Kenya, Mozambique, Rwanda, Tanzania, Uganda, and Zambia. In 
these countries, PEPFAR and PMI staff work with host governments, other 
international partners, and multilateral agencies to coordinate the utilization 
of resources. There are multiple opportunities for synergies between the two 
programs. In all shared focus countries, PEPFAR supports strengthening 
health systems— -such as laboratory and commodities capacity — as well as 
health workforce, benefiting both programs. Examples of successful 
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collaborations between PMI and PEPFAR programs in the field include the 
following: 

(1) In Zambia, approximately one million people are receiving 
insecticide-treated bed nets (ITNs) through a $2.5 million public- 
private partnership among PEPFAR, PMI, and the Global Business 
Coalition on HIV/AIDS, Tuberculosis and Malaria (GBC). PMI is 
distributing the mosquito nets through PEPFAR’s existing home- 
based care network in Zambia, RAPIDS, which reaches more than 

1 54,000 households. By utilizing the existing network, PMI is able to 
reach the most vulnerable populations while decreasing its distribution 
costs so that program funds can benefit more people; 

(2) In Uganda and Kenya, PEPFAR procurement of microscopes for 
clinics to diagnose tuberculosis also enables improved diagnosis of 
malaria; 

(3) ITNs are distributed to HIV-positive persons in Uganda and Kenya 
as part of a basic HIV care package, which seeks to keep HIV-positive 
people healthy and delay the need for antiretroviral treatment; 

(4) In Mozambique, supply-chain coordination for malaria and 
HIV/ AIDS commodities has been streamlined under one manager, 
decreasing overhead costs and ensuring coordination; and 
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(5) In Tanzania, the upcoming PEPFAR-supported HIV Indicator 
Survey will also function as a Malaria Indicator Survey, reducing the 
costs of essential epidemiological research. 



648 


Questions for the Record Submitted to 
Assistant Administrator Kent R. Hill by 
Congressman Steve Rothman (#1) 

House Appropriations Committee, Subcommittee on Foreign Affairs 

March 11, 2008 

Neglected diseases 


Question : 

Neglected diseases such as malaria and sleeping sickness are enormous 
public health problems in Africa and other developing countries around the 
world. More than one billion people in these countries are affected by 
neglected diseases, and sadly, more than one million people in developing 
countries die each year from neglected diseases. 

Many partnerships to develop effective therapies for neglected diseases have 
been formed among academic institutions, non-profit organizations, 
members of the pharmaceutical industry and health ministries in the 
developing world. There is nevertheless a dearth of effective therapies in this 
field. Can you describe the existing barriers to development that have led to 
this scarcity of effective therapies and what incentives are needed to spur 
development of additional neglected disease therapies? 

Answer : 

Since 2006, USAID has implemented a $1 5 million per year earmark 
for neglected tropical diseases (NTDs) that focus on mass drug 
administration targeting seven NTDs, including lymphatic filariasis, 
schistosomiasis, trachoma, onchocerciasis, and three soil-transmitted 
helminthes. In its first year of implementation, the NTD program provided 
36 million treatments and benefited over 14 million individuals. While this 
program does not make investments in research and development of new 
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drugs or technologies, the President’s NTD Initiative, which begins in FY 
2009, will include a limited component on operational research that may 
inform global technical standards and have direct implications for treatment 
strategies. Early-stage research forNTDs is not a part of USAID’s strategy, 
but is being addressed by other USG partners with basic research agendas, 
such as the National Institutes of Health. 

There are many barriers to the development of new therapies, such as 
the lack of research, development, and technology capacity in developing 
countries; the need for more innovation and collaborative research; the need 
to strengthen regulatory agencies to ensure safety, quality and efficacy of 
drugs; the need for effective demand forecasting; lack of sustained high- 
level political support; and the need for mechanisms to promote the transfer 
of technology and knowledge to strengthen developing country innovation 
systems. 

Incentives to overcome these multifaceted barriers could include, for 
example, incentives for companies to invest in research and development for 
medicines targeted to developing country markets, incentives for countries 
to invest in longer-term sustainable financing through innovative financing 
mechanisms, and incentives for the development of new models of 
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partnership and policy coherence across various sectors, including health, 
trade, finance, and industry. 

Many of these issues are increasingly being raised in international 
forums. For example, at the 2007 OECD High Level Forum on 
Strengthening Policies to Improve Availability of Medicines for Neglected 
and Emerging Infectious Diseases, OECD countries endorsed the Noordwijk 
Medicines Agenda, which is aimed at building political support for 
improving the availability of drugs for neglected diseases that affect 
developing countries. 



Thursday, March 6, 2008. 


EMERGENCY SUPPLEMENTAL REQUEST FOR IRAQ AND 

AFGHANISTAN 

WITNESS 

JOHN D. NEGROPONTE, DEPUTY SECRETARY OF STATE 

Opening Remarks of Chairwoman Lowey 

Mrs. Lowey. The Subcommittee on State, Foreign Operations, 
and Related Programs will come to order. 

I understand that we have some protestors in the room, and I 
want to make it clear that I certainly respect your right to be here 
and respect your views, but I would ask that you respect this very 
important hearing. You may engage certainly in silent protest, but 
I ask that you keep seated and not disrupt these proceedings. I 
thank you very much. 

I would like to welcome Deputy Secretary Negroponte to today’s 
hearing on the President’s fiscal year 2008 request for Emergency 
Supplemental Appropriations. At the outset, Deputy Secretary 
Negroponte, I just want to say that I do regret that Members have 
not had the opportunity to review the testimony and prepare ade- 
quately for today’s hearing. 

The Committee requires all testimony 48 hours in advance so 
that Members and staff are able to review and prepare their ques- 
tions. In the case of today’s hearing, testimony was not provided to 
the Committee until very late yesterday afternoon, which is very 
disappointing, but let us begin. 

Mr. Secretary, the Administration has requested nearly $7 billion 
in emergency appropriations for Iraq, Afghanistan, Sudan, Paki- 
stan, North Korea, Mexico and the Palestinian Authority. Most of 
this request came last fall when there was insufficient time to fully 
examine the Administration’s proposal. 

As you know, Congress provided $1.4 billion in emergency fund- 
ing in the fiscal year 2008 omnibus appropriations bill for the most 
critical and time-sensitive items. We deferred consideration of the 
remainder of the request until the spring of 2008 in order to more 
fully examine the details. 

Let me begin with Iraq. The Administration has requested nearly 
$3 billion for assistance and operations in Iraq from this sub- 
committee. However, I continue to have concerns about the absence 
of a consistent and coherent diplomatic and reconstruction strat- 
egy, the inability to program funds in an accountable and effective 
manner and the lack of Iraqi political will to commit its own re- 
sources to reconstruction. 

I would also like to hear about your plans to transition more of 
the responsibility for reconstruction from the military to USAID 
and the State Department. 
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Much has been said by the Administration and my GOP col- 
leagues about the success of the surge. While I would agree that 
the addition of more American soldiers has brought down the level 
of violence, the measure of success in my judgment is not this tem- 
porary reduction in violence. The true measure of success is broad 
and sustainable political reconciliation in Iraq. 

The true measure of success is a transition from a U.S. military- 
led stabilization effort to an Iraqi-led effort. In my opinion, none of 
this is happening to the extent necessary. 

With respect to the security situation, while general violence 
seems to have decreased, my understanding is that a more dis- 
turbing pattern has emerged of targeted attacks on doctors, engi- 
neers and other technocrats — the very people needed to run the 
country. 

Ambassador Crocker and General Petraeus are expected in 
Washington within a month to present another update on the 
surge. We also look forward to Ambassador Crocker coming before 
this subcommittee to make the case for the budget request. 

In Afghanistan we continue to struggle against an insurgency 
fueled by terrorists, safe havens in Pakistan and funded by bumper 
crops of opium. Chances for consolidating success earlier were lost 
as the Administration diverted its attention to a war of choice in 
Iraq. Now the Taliban and Al-Qaeda are growing stronger, the 
Karzai government is struggling to meet the expectations of the Af- 
ghan people, and the international community frankly is losing in- 
terest. 

But we cannot afford to fail in Afghanistan. While the Adminis- 
tration has requested over $800 million in emergency funding for 
Afghanistan, the vast majority, over $500 million, is to build roads 
and provide power. I fail to understand why so much of the infra- 
structure burden is being borne by the United States. 

Why are the World Bank and the Asian Development Bank not 
doing more in this area? Why are other bilateral donors, including 
the Saudis and the Japanese, not committing more to infrastruc- 
ture development? 

Additionally, the President also requested the first tranche of a 
three-year, $1.4 billion request for the Merida Counternarcotics Ini- 
tiative, including $550 million in the fiscal year 2008 supplemental. 

The rise of narcotrafficking and related violence in our southern 
neighbor is very troubling. One direct consequence of Plan Colom- 
bia has been the relocation of drug cartels from Colombia to Mex- 
ico. This pattern of simply shifting from one area to another is not 
new. It continues the flow of drugs into our communities. Our 
counternarcotics strategy has failed to stem this balloon effect. 

The Administration’s proposal again focuses a great deal on mili- 
tary hardware, yet there is no reason Mexico cannot continue to 
procure its own helicopters. The fundamental problem in Mexico is 
not too few guns or helicopters. It is a lack of capacity and political 
will in the law enforcement institutions, coupled with rampant cor- 
ruption. 
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I would like to see a greater focus on addressing corruption in 
the Mexican police and justice system, as well as safeguarding 
human rights. 

With respect to your request for the Palestinian Authority, I am 
gravely concerned with the current situation on the ground. I un- 
derstand that President Abbas has allegedly made several state- 
ments about possible renewed armed struggle with Israel and 
bragged about Fatah’s teaching resistance tactics to Hezbollah. 

Obviously, these remarks are deeply concerning, as was Presi- 
dent Abbas’ initial announcement to suspend peace talks with 
Israel. I understand that Secretary Rice is attempting to bring 
President Abbas back to the negotiating table. He has indicated 
that he will resume peace talks in the future. I hope you can pro- 
vide this Committee with a status update and the steps you are 
taking to determine Abu Mazen’s true intentions. 

This is particularly important in light of the congressional notifi- 
cations USAID sent on Friday on cash transfer assistance to the 
Palestinian Authority. I have put a hold on these notifications. 
Clearly Abu Mazen’s comments cast doubt on his commitment to 
the peace process. 

Furthermore, several requests of mine have not been fulfilled, 
and I am working with the Department and USAID to receive both 
the certification on the ESF conditions and information on the 
agreement between the U.S. and Palestinians governing this assist- 
ance. 

There are many other issues addressed in this supplemental re- 
quest, from assistance to the tribal regions of Pakistan to aid to 
North Korea to elections and peacekeeping in Sudan. 

In my remaining time I want to note again my deep concern 
about the limited deployment of UNAMID in Darfur and the Khar- 
toum government’s continued obstruction of this peacekeeping 
force. I would like to hear what steps you are taking to ensure the 
robust deployment of this force. 

I am also very concerned about the shortfall of humanitarian as- 
sistance in both the supplemental request and the fiscal year 2009 
bill, especially in light of the ever-rising number of Iraqi refugees 
and internally displaced persons. I hope you can address these 
issues as well. 

Before I turn to Mr. Knollenberg — Mr. Wolf, my Ranking Mem- 
ber, is delayed — let me just note my frustration and disappoint- 
ment in the way that this Administration continues to treat one of 
our closest allies in the Middle East, Jordan. 

I know that the Jordanians have been asking for the past several 
years for a multi-year economic and security package to help them 
deal with the economic and security burdens they are bearing due 
to the war in Iraq and the growing threats they are facing along 
the borders. 

I am also aware that the King renewed this request during a 
meeting with the President earlier this week. I hope you can elabo- 
rate on the U.S. -Jordan relationship and how you intend to proceed 
with this request. 

Would you like to make a statement, Mr. Knollenberg. 
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Remarks by Mr. Knollenberg 

Mr. Knollenberg. Thank you, Madam Chair. I would love to 
make a short statement if I could. 

First of all, thank you for being here, Mr. Secretary. All the 
issues we are going to be discussing are significant. They are very 
important, but there is one brief comment I want to make about 
Colombia, the Colombia Free Trade Agreement, which apparently 
is in the midst of coming up. 

I think Colombia is one of our most important allies in this hemi- 
sphere. They have made great progress in recent years, and I hope 
we get a chance to vote on the free trade agreement with Colombia 
as soon as possible. 

I know, Mr. Secretary, that this is an issue that you have been 
working on for some time. I would just say please keep working on 
it because I think it is very important to the security of this coun- 
try and also this hemisphere. 

With that, I will conclude my comments. I look forward to your 
testimony. Thank you. 

Thank you, Madam Chair. 

Mrs. Lowey. Deputy Secretary Negroponte, your full written 
statement will be placed in the record. Please feel free to summa- 
rize your oral statement. 

We have a limited amount of time this morning. We have a great 
deal of interest and a large panel, so we want to make sure we 
leave plenty of time for questions. Please feel free to proceed. 
Thank you. 

Opening Remarks by Deputy Secretary of State 

Mr. Negroponte. Thank you, Madam Chair, Congressman 
Knollenberg, Members of the committee. Thank you for the invita- 
tion to appear before you. I appreciate the opportunity to discuss 
the Department’s urgent need for resources to address ongoing con- 
flicts and crises that threaten our national security and humani- 
tarian values. 

In Iraq and Afghanistan, U.S. and Allied Forces are fighting hot 
wars that our adversaries would like to spread to Pakistan, for ex- 
ample, and the greater Middle East. To keep that from happening, 
our war fighters require maximum diplomatic support. 

MEXICO AND CENTRAL AMERICA 

In Mexico and Central America, we confront a different kind of 
war, a war of crime, contraband and drugs. The Mexican and Cen- 
tral American Governments now have made an unprecedented offer 
to help us fight that war and win it once and for all. We cannot 
let powerful drug and gang lords to the south expand their violent 
reach across our border. 


NORTH KOREA 

In North Korea, we have the opportunity to resolve the last con- 
flict of the Cold War, bringing peace and stability to one of the 
most important regions of the world, Northeast Asia. 
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In the Middle East, our diplomacy is sharply focused on the 
Israeli-Palestinian conflict. We have to be stronger, more creative 
and more determined than the enemies of peace. 

DARFUR 

In Darfur, we are mounting humanitarian and political efforts 
that require an uninterrupted flow of resources to mitigate and re- 
verse an unacceptable human tragedy. Without the international 
community’s engagement in Darfur, that tragedy could grow worse. 

Refugee assistance and humanitarian aid have long been funda- 
mental features of U.S. foreign policy. This is difficult, resource-in- 
tensive work. Just in the last six months, commodity costs have 
risen 41 percent. I make this point here, although Public Law 480 
Title II appropriations are handled by a separate subcommittee, to 
underscore the fact that humanitarian and refugee assistance sup- 
port our diplomatic effectiveness on the ground. 

Basic human needs are at risk not only in Darfur and neigh- 
boring Chad, but also in the case of Iraqi refugees in Gaza and re- 
cently in internal displacements affecting Kenya and Sri Lanka. 

I have submitted to the committee a detailed statement for the 
record, so I will try to be brief in commenting on specific aspects 
of our fiscal year 2008 supplemental request. 

In Iraq, the Administration’s objective is to extend the hard won 
security gains achieved by the military surge and to continue to 
promote political reconciliation, reconstruction and economic devel- 
opment. 

Fulfilling these goals falls heavily on the Department of State, 
which operates not only the United States Embassy in Baghdad, 
but also three regional embassy offices and 24 provincial recon- 
struction teams, soon to be 27, for which we have requested $679.2 
million. 

These PRTs are significant innovations in the way America can 
and must practice 21st century diplomacy. They are essential ele- 
ments in achieving the goals I cited above and in ensuring the ef- 
fectiveness of our foreign assistance to Iraq for which we request 
$956 million. Without the funding in this supplemental request we 
will have to cease operations in the very near term of our embassy 
operations in Baghdad. 

Our bilateral efforts in Iraq and in Afghanistan are com- 
plemented by the United Nations Assistance Mission in Iraq, 
UNAMI, and the U.N. Assistance Mission in Afghanistan, UNAMA. 
These U.N. missions reinforce our efforts to combat terrorism 
through their work on human rights, rule of law, civil society devel- 
opment, political capacity building, counternarcotics and police and 
military issues. They are the prime justifications for our $53 mil- 
lion assessment for U.N. activities related to the global war on ter- 
ror. 

Afghanistan is a top foreign policy priority for the United States, 
which is reflected in the magnitude of our $839 million supple- 
mental request. Our counterinsurgency strategy rests on the belief 
that by transforming the environment, helping to improve Afghani- 
stan’s governance, transportation and commercial networks we can 
drive a wedge between the people and the enemy and at the same 
time reconnect the people to their government. 
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Having said that, I would emphasize the importance of the safety 
of our own personnel as they undertake this critical work. We re- 
quest $162 million to support additional high threat protection 
teams, overhead cover for personnel safety and more fully armored 
vehicles. We also request funding of $160 million to provide secure 
housing for mission staff. 

We cannot separate the challenges we face in Pakistan from the 
situation in Afghanistan. The porous land border between these 
countries provides ample opportunity for extremists to foment vio- 
lence and instability in both places. 

Our $60 million request will address urgent governance needs in 
Pakistan’s federally administered tribal areas, funding critical 
areas such as employment generation, reconstruction opportunity 
zones and education, projects which will address the underlying 
causes of extremism along Pakistan’s western frontier with Afghan- 
istan. 

Nearer to home we have an excellent opportunity to respond to 
Mexican President Calderon’s historic request for cooperation in 
confronting criminal organizations that traffic contraband into the 
United States and threaten Mexico’s democratic institutions. 

Here is a key fact. Mexico and Central America make up the 
transit zone through which pass 90 percent of the cocaine that 
reaches American streets. We have, therefore, requested $550 mil- 
lion in the fiscal year 2008 supplemental and an additional $550 
million in the President’s fiscal year 2009 foreign operations budget 
request. 

North Korea denuclearization will be a major step towards peace 
and stability in Northeast Asia. The Six Party Talks present a real 
opportunity to make progress. We appreciate the inclusion of half 
our funding request in the omnibus appropriation. We now require 
the balance of $53 million to procure and ship additional deliveries 
of heavy fuel oil. As we move forward, we also need language in 
this supplemental funding bill to allow the Department of Energy 
to spend its funds in North Korea when the time is right. 

Achieving peace and stability in Darfur and the surrounding re- 
gions is another Administration priority. As the committee knows, 
the Department requested a total of $723.6 million to fund our con- 
tributions for the U.N. peacekeeping mission in Darfur. Full fund- 
ing of that mission remains essential. 

In parallel, our request for $70 million in ESF supplemental 
funds will support Sudan’s national elections. If these elections fail, 
the fragile peace between north and south may be jeopardized. We 
believe that there can be no lasting solution for peace in Darfur if 
the comprehensive peace agreement does not hold. 

Finally, I would like to express the Department’s appreciation for 
the inclusion of $155 million of the President’s $375 million fiscal 
year 2008 West Bank Gaza global war on terror supplemental re- 
quest in the fiscal year 2008 base appropriation, but I must empha- 
size that our outstanding $220 million supplemental request is ur- 
gent. Those monies are necessary to sustain our support for the 
priorities of a Palestinian Authority Government that both the 
United States and Israel view as a true ally for peace. 

Madam Chair, I have sketched out the Department’s supple- 
mental funding request in broad strokes, but I believe the exam- 
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pies that I have cited illustrate the fact that the men and women 
of the Department of State and USAID are on the front lines of 
change in a dangerous world. 

They are helping the United States build alliances and partner- 
ships against terror, drug trafficking, the threat of nuclear weap- 
ons, violent political instability and humanitarian tragedies affect- 
ing critically important regions of the globe. 

I respectfully ask for the committee’s strong support and timely 
passage of the Department’s request. Thank you. 

[The information follows:] 
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Statement for the Record 
By 

John D. Negroponte, 

Deputy Secretary of State, 

On the FY 2008 Supplemental Request, 

Before the Committee on Appropriations, Subcommittee on State, 
Foreign Operations, and Related Programs, 

March 6, 2008 


The Department and USAID submitted a supplemental request of $3.3 
billion for Iraq and Afghanistan in February 2007, and a revised request in 
October 2007 for a total request of $6,897 billion. We greatly appreciate 
Congress having already acted on some of our key urgent needs, and I 
appreciate the chance to testify in support of the remaining outstanding 
supplemental items. 

While you will be examining the FY 2008 Supplemental Request 
today, I would also like to take this opportunity to stress the importance of 
the President’s FY 2009 Budget for the Department. It is a robust request 
commensurate with the Department’s national security function. To pursue 
diplomatic solutions on a world-wide basis, the Department and USAID 
need the resources to get the job done. The FY 2009 request equips us to do 
that. 


I would like to highlight two key initiatives in the 2009 budget 
request. The first will strengthen the global operating platform for the U.S. 
Government by adding over 1000 new positions. These new positions will 
allow us to expand training in critical foreign languages and other skills, 
increase the number of Political Advisors to military combatant commands, 
and enhance interagency collaboration and training opportunities. Building 
the Department’s capacity is the Secretary highest priority. 

The second is the Civilian Stabilization Initiative, which will give us 
the ability to deploy up to 1200 skilled civilians into a crisis area within two 
months of a decision. The Civilian Stabilization corps could be deployed 
alongside of our military, after our military has completed its operations, or 
in some cases, in the place of our military on reconstruction and stabilization 
missions. It can prevent a fragile state from becoming a failed state. The 
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Department of Defense strongly endorses plans to develop the civilian 
response corps. I call on Congress to pass the legislation needed to 
implement our plans. 

For State Operations, our FY 200S supplemental request is $3.22 
billion, of which $965 million has been appropriated to date. The balance 
we urgently seek is $2.26 billion, which will permit the Department’s 
continued operations in Iraq and Afghanistan. It also includes urgent 
funding for United Nations missions in those countries as well for UN 
engagement in Darfur. 

Our outstanding $3.17 billion request for foreign assistance covers 
key stabilization and counterinsurgency programs in Iraq and Afghanistan, 
funding for commitments in the Six Party process, and development and 
security activities in both Mexico and Central America and the West Bank 
and Gaza. The request also includes funding for life-sustaining assistance to 
vulnerable Iraqi and Palestinian populations. 

Returning to State Operations, which funds the platform on which we 
build our foreign policy activities: 

Iraq Operations: $2,120,608,000 

The State Department has requested a total of $2.12 billion to support 
our diplomatic operations in Iraq. Congress appropriated $575 million in the 
FY 2008 OMNIBUS leaving a balance of $1,546 billion. The Department 
urgently requires the balance this spring. USAID requested a total of $46 
million to support critical operations in Iraq, of which Congress provided 
$21 million in the OMNIBUS leaving a balance of $25 million. 

The U.S. Mission in Iraq’s important and complex relationship with 
the Iraqi government is led by over 1,000 direct-hire Americans under Chief 
of Mission authority, representing 12 agencies. The Department of State 
operates the U.S. Embassy in Baghdad, as well as regional embassy offices 
(REOs) in al-Hillah, Basra, and Kirkuk. The Embassy conducts business on 
a broad range of bilateral and multilateral issues directly with the Iraqi 
government. The Embassy furthers U.S. economic and commercial interests 
and provides opportunities for political reporting, public diplomacy 
outreach, and interagency coordination on matters of interest in Iraq. The 
Embassy also pursues many non-traditional endeavors such as support to the 
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Iraqi High Tribunal, which prosecutes former regime members, 
reconstruction and economic transition efforts, and rule of law programs 
supporting capacity development in the legal and judicial arenas. There are 
a number of programs to train police, to assist the various ministries, and to 
oversee funds provided by Congress for assisting Iraq. 

The Embassy also is responsible for Provincial Reconstruction Teams 
(PRTs) located throughout Iraq. The Department has more than doubled the 
original number of PRTs, from 10 to 24, by adding teams embedded with 
military brigades. The PRTs and the DOD brigades work jointly to improve 
the capacity of local institutions to govern effectively. 

The total Iraq Operations request of $2.12 billion includes $679.2 
million for PRT support costs. The funds requested will be used to provide 
staff salaries, offices and housing, vehicles, and communications equipment. 
Funding also will cover movement security support costs for the PRTs that 
are not collocated with a brigade combat team or on a forward operating 
base. 


Within the resources requested, three Provincial Support Teams 
(PSTs) sited at REO Hillah are being converted to PRTs. The standup of 
PRT Diwaniyah is underway, and PRT Najaf and PRT Karbala are to be 
opened in mid-April. The conversion of these PSTs to PRTs will bring the 
total number of PRTs to 27. 

PRTs include both civilian and military personnel working side-by- 
side on a priority joint mission. The PRTs harness civilian and military 
resources in support of a common strategic plan. Although the State 
Department has the lead in recruiting and hiring staff for all of the PRTs, 
expanding the PRTs is an intensive interagency effort, and requires full 
interagency support to deploy the new staff to Iraq as quickly as possible. 

The 10 original PRTs that are deployed across Iraq include 7 
American PRTs (Ninewa, Kirkuk, Salah ad Din, Diyala, Baghdad, Anbar, 
and Babil) and 3 Coalition PRTs (British - Basra; Italian - Dhi Qar; and 
Korean - Erbil). The new PRTs are embedded with military brigade combat 
teams and were rolled out in phases. The rollout began in the second quarter 
of FY 2007 in Baghdad and Anbar. The augmentation of existing PRTs 
began in the summer and was completed in December 2007. 
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Afghanistan Security Operations: $162,400,000 

U.S, diplomatic and reconstruction efforts in Afghanistan are central 
to combating terrorism. Operating in a critical threat environment requires 
responsive and effective security support for U.S. personnel. There were 
120 bomb attacks in 2006, with many taking place on the limited number of 
routes to the airport. These routes are key to Embassy operations and 
support for our PRTs. This funding is required to support additional high 
threat protection teams, overhead cover of work space containers for 
personnel safety, and more fully armored vehicles. 

Afghanistan Housing: $160,000,000 

Funding of $160 million is required to provide secure and ample 
housing for U.S. Mission staff. The post currently has only 146 permanent- 
construction apartments and the Marine House. All other American 
employees live in portable trailer or container structures. These structures 
are not hardened and provide little protection from incoming fire. We must 
create hardened structures for all employees to keep them as safe as we can 
in such surroundings. 

The requested funding will provide for an additional 220 staff 
apartments and 80 temporary duty quarters as well as site work, perimeter 
security, a utility building, and a permanent dining facility. Quarters will be 
located across the street from the embassy and connected to the main facility 
by a pedestrian tunnel under the highway. 

U.S. Assessments for UN Activities Related to the GWOT: $53,000,000 

United Nations (UN) “special political missions” (SPMs) coordinate 
the UN’s work in troubled areas, including in offering elections assistance. 
The UN Assistance Mission in Afghanistan (UNAMA) and the UN 
Assistance Mission in Iraq (UNAMI) directly complement our efforts to 
combat terrorism through their work on human rights, rule of law, civil 
society development, political capacity building, countemarcotics, and 
police and military issues. The UN’s efforts in these key countries help the 
United States to leverage contributions from across the international 
community to support stabilization activities. As you are aware, the United 
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States pays 22 percent of every dollar in the UN regular budget, which 
includes the cost of these missions. 

The FY 2008 funding request of $53 million would be used to pay 
U.S. assessments toward the FY2007 costs of the UN Assistance Mission in 
Afghanistan and the UN Assistance Mission in Iraq. 

Darfur Mission: $723.600,000 


Achieving peace and stability in Darfur and the surrounding region is 
an Administration priority. The Department requested a total of $723.6 
million to fund our contributions for the UN peacekeeping mission in 
Darfur. Congress appropriated a total of $390 million in the FY 2008 
OMNIBUS, and we request full funding of the balance of $333.6 million. 

Based on the budget approved by the UN General Assembly for the 
2007-2008 UN peacekeeping financial year, the U.S. share of ongoing UN 
Mission in Sudan operations in South Sudan will be about $230 million in 
FY 2008. This will leave only about $160 million for Darfur operations, 
which will now be funded separately through the UN African Union Mission 
in Darfur. Based on these estimates, the Darfur-related shortfall is estimated 
at $724 million. 

Foreign Operations 

For Foreign Operations, the Department request is $3.68 billion, of 
which $508 million has been appropriated to date. 

Iraq 

Our $986 million request for Iraq supports and expands the political, 
economic, and diplomatic activities which will solidify security gains from 
the surge. The military surge has created a window of opportunity for 
economic and political reforms that we have to take advantage of now or we 
jeopardize losing the progress gained in Iraq. 

Our Iraq programs primarily support local and national capacity 
building and stabilization activities. We are requesting $155 million for the 
Community Stabilization Program, which is a national job creation and 
vocational education program that productively employs the young men 
most vulnerable to insurgent activity. We request $313 million to improve 
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Iraqi delivery of services to local populations at both the local and national 
levels. 


Our request of $100 million supports our work with Iraq’s Provincial 
Councils to improve budget execution and national reconciliation. Another 
$159 million is requested to bolster rule of law, including training and 
security forjudges and program support for major crimes task forces. We 
help ourselves in helping Iraq combat terrorist and criminal elements. Our 
request includes $25 million for the Iraqi-American Enterprise Fund to close 
a gap in access to capital and know-how that we believe prevents Iraqi 
entrepreneurs from forming companies. We are also requesting $134 
million to sustain previous U.S. investments and $70 million to help Iraqis 
protect critical oil and electricity infrastructure. 

Our military colleagues routinely praise the value of these programs 
and see on the ground the real difference they make in maintaining a stable 
environment. Full funding of the FY 2008 GWOT request for Iraq leverages 
what has been achieved militarily at great cost, both human and financial. 

Pakistan 


Turning to the no less critical battleground of Pakistan: our $60 
million request provides for programs which address the underlying causes 
of extremism along the country’s western frontier with Afghanistan. 

President Bush has committed to providing $750 million over a five 
year period to advance the development of the frontier. Our $60 million 
supplemental request includes $15 million for basic health and education 
programs in one of the poorest areas in the entire country; $27 million to 
provide agricultural assistance, training in vocational and other business 
skills, and improved infrastructure in order to help goods move more 
efficiently from farm and factory to market; and $18 million for local 
government capacity building. 

Afehanistan 

Afghanistan remains a top foreign policy priority for the United 
States, as reflected by our $839 million supplemental request. Our 
counterinsurgency strategy rests on the fundamental belief that, by 
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transforming the environment, we can drive a wedge between the people and 
the enemy and, at the same time, reconnect the people to their government. 

We request $100 million to support the administration of upcoming 
national and provincial elections, to be administered directly by the Afghans 
for the first time in over four decades. An additional $155 million will be 
allocated to creating good governance practices nationwide, at all levels of 
government, from the smallest villages to metropolitan centers and the 
capital city of Kabul. 

We will dedicate over $500 million to infrastructure - the building 
blocks without which economic growth cannot move forward - in the road 
and power sectors. The international community has improved over 4,000 
kilometers of roads to date, but we can do more. Of that amount, $329 
million will be used for infrastructure to bind the country together in 
commerce, linking farmers to markets and politicians to their constituencies. 
Another $175 million will be used for contributions to an electrical power 
system in the north of the country that will bring power to nearly 50 percent 
of Afghanistan’s population - a vast improvement over the less than ten 
percent that currently have access to electricity. 

Merida Initiative 


The U.S. has an excellent opportunity to respond to Mexican 
President Calderon’s historic request for cooperation in confronting criminal 
organizations that traffic contraband into the U.S. and threaten Mexico’s 
democratic institutions. Mexico and Central America make up the transit 
zone through which 90 percent of the cocaine that reaches American streets 
passes. We have therefore requested $550 million in the FY 2008 
supplemental and an additional $550 million in the President’s FY 2009 
Foreign Operations budget request. 

The $550 million supplemental request would provide $500 million in 
assistance to Mexico to address trans-national threats, including criminal 
organizations and drug traffickers that have an impact on U.S. national 
security, as well as support strengthened justice systems and rule of law 
programs. In addition, the request would provide $50 million to Central 
America for regional efforts against trafficking, robust security cooperation, 
improved policing and gang prevention. 
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The proposed package of activities is grouped into three areas: 
counter-narcotics, counter-terrorism and border security; public security and 
law enforcement; and institution-building and rule of law. 

Key elements of the package include: technical advice and training to 
strengthen the institutions of justice; vetting and police training; transport 
helicopters for Mexican military to permit rapid response and operations 
throughout the country; computer systems and database support for Mexican 
law enforcement and security agencies; equipment and training for improved 
inspection at the borders and internal check points to improve interdiction of 
drugs and other contraband; and, support implementation of the U.S. Anti- 
Gang Strategy in Central America. 

The increasing levels of violence right across our southern border and 
spilling into our country underscore the urgency to do our part to support 
Mexican decisive efforts to confront the criminal organizations responsible. 
Not acting on an urgent basis would send a dangerous signal and expose 
ourselves to even more violence. 

North Korea 


Under the October 3 agreement on Second-Phase actions, the 
Democratic People’s Republic of Korea (DPRK) agreed to disable all 
existing nuclear facilities subject to abandonment under the September 2005 
Joint Statement and February 13 Agreement, beginning by disabling the 
three core facilities at Yongbyon by the end of the year. The DPRK also 
agreed to provide a complete and correct declaration of all its nuclear 
programs by the end of the year. While disablement of the three core 
facilities at Yongbyon - the 5-MW(e) nuclear reactor, reprocessing plant, 
and fuel rod fabrication facility - is proceeding well, the DPRK has yet to 
provide a complete and correct declaration of its nuclear programs. 

Secretary Rice and Assistant Secretary Hill were recently in the region, and 
have continued to work with our Six Party partners to urge the DPRK to 
provide a complete and correct declaration as soon as possible, so that we 
can move forward into the next phase of implementation. As the DPRK 
follows through on its commitments, the other parties, including the United 
States, will need to follow through on their commitments in order to 
maintain and build momentum in the Six-Party process. 
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The Department of State’s Nonproliferation and Disarmament Fund 
(NDF), which has “notwithstanding” authority, is currently funding Phase II 
activities (disablement). The Administration is currently developing 
estimates of the cost of additional U.S. Government activities in support of 
North Korea’s denuclearization, including further disablement, 
dismantlement, and the disposition of fissile material pursuant to North 
Korea’s commitments in the September 2005 joint statement. We will 
continue to consult closely with the Committee and with Congress to ensure 
sufficient funds for the Third Phase of implementation of the Joint 
Statement. 

We urgently request that the Congress provide authority for the 
President to waive the Glenn Amendment sanctions on assistance to North 
Korea (imposed as a result of North Korea’s 2006 nuclear test). The 
Department of Energy submitted a request for this authority to the Congress 
and it was also requested most recently by the Department of Defense as part 
of the National Defense Authorization Bill. The Office of Management and 
Budget advised that there was no objection to submission of these requests 
from the standpoint of the Administration’s program. 

A waiver of these sanctions is necessary to enable the Department of 
Energy to more fully engage in North Korea denuclearization activities 
including use of funds to support this effort. The Department of Energy 
plays the lead technical role in managing disablement operations and this 
authority would provide additional flexibility to reduce the risk of 
proliferation related to North Korean nuclear materials. 

We appreciate the Committee’s continued support for the authorities 
and funding necessary to assist in the critical work of DPRK 
denuclearization through the Six-Party process. The Administration 
requested $106 million in FY 2008 supplemental funds to pay for the U.S. 
contribution of Heavy Fuel Oil or equivalent energy assistance in support of 
the Six Party Talks. We are very grateful that due to the urgency of this 
need, the Congress appropriated half this requirement, $53 million, in the 
Appropriations Act. Because of the availability of these funds, we have 
purchased and are in the process of sending our shipment of 54,000 tons of 
Heavy Fuel Oil for $29 million. We are expected to ship fuel every other 
month until the agreed 1,000,000 tons of heavy fuel oil or equivalent have 
been provided to the DPRK. 
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While the cost of each shipment varies depending on the fluctuating 
market price of Heavy Fuel Oil, we project using at least the full $53 million 
appropriated to us by the end of April. We therefore have an urgent need 
now for the balance of $53 million in our FY 2008 supplemental request. 

Each of the contributing members of the Economy and Energy 
Working Group of the Six Party Talks, South Korea, China, the United 
States, and Russia, have delivered one monthly shipment. 

Sudan 


The request for $70 million for Economic Support Funds (ESF) in 
supplemental funds will support Sudan’s national elections. Timely and 
effective elections are a critical benchmark of the Comprehensive Peace 
Agreement and the transformation of post-conflict Sudan. However, the 
cost of the elections has been estimated at as high as $400-$500 million 
because of the complexity of conducting elections in a post-conflict 
environment without transportation infrastructure. The election timeline has 
been compressed to early spring of 2009 in order to avoid the 
disenfranchisement of large numbers of voters in the south with the onset of 
the rainy season. 

In order to ensure that free, fair, and transparent elections are held as 
scheduled, our support is urgently needed to bolster preparations, including 
in the production of ballots; poll monitoring; training of polling agents; 
political party training; logistical support; support for international 
observers; and for the elections bodies. 


West Bank/Gaza 


We appreciate the inclusion of $155 million of the President’s $375 
million FY 2008 West Bank/Gaza GWOT Supplemental request in the FY 
2008 base appropriation. The Administration is working closely with the 
new Palestinian Authority (PA) government, led by Prime Minister Salam 
Fayyad, to enable us to move forward to deliver on our December 2007 
pledge of $150 million in budgetary support. 

The outstanding $220 million Supplemental request continues our 
support for the priorities of a new PA government that both the United States 
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and Israel view as a true ally for peace. This assistance would fund critical 
and immediate development and security activities that are vital to helping 
the parties end the conflict and make peace. 

Of the remaining request, $195 million in ESF project support would 
provide immediate, demonstrable improvements in the lives of Palestinians 
by supporting PA efforts to achieve economic revival, build capacity and 
infrastructure, create jobs, and improve governance. The remaining $25 
million in International Narcotics Control and Law Enforcement funds 
would train and equip a second PA National Security Forces battalion, 
supporting Fayyad’s efforts to improve the PA's ability to immediately and 
effectively deliver on security and law and order in the West Bank. 

Humanitarian accounts 


We greatly appreciate Congress’ action in the FY 2008 appropriation 
to provide $200 million in Migration and Refugee Assistance (MRA) and 
$110 million in International Disaster Assistance for humanitarian 
requirements. We need Congress to act quickly to provide the additional 
$30 million for Iraqi refugees requested for MRA. While not appropriated 
by this sub-committee, I would also note that we urgently require the $350 
million supplemental request in PL 480 Title II to make available emergency 
food aid for key countries such as Iraq and Sudan, as well as the Horn of 
Africa. 

USAID Operating Expenses 

We appreciate the support for USAID’s operating expenses in Iraq 
and the funding provided in the Appropriations Act. We continue to require 
the remaining amount ($41 million) to support our USAID operations in Iraq 
and Afghanistan. 

Conclusion 


The requested supplemental funding is critical to our diplomatic 
efforts. The men and women of the Department who share the front line 
overseas in this national effort need these resources to get the job done. I 
ask for your strong support and timely passage of this request. 
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Mrs. Lowey. Thank you very much. 

I will be calling on Members based on seniority of the Members 
that were present when the hearing was called to order, and I will 
alternate between Majority and Minority. Each Member is asked to 
keep their questions to within five minutes per round. 

IRAQ 

I would like to begin with Iraq. The focus of the President’s Jan- 
uary 10, 2007, surge strategy was to improve the security situation 
long enough to create space for political reconciliation. While there 
have been some small steps forward, broader political reconciliation 
on a new elections law and a natural resources law and a host of 
other issues has not occurred. 

We have been hearing a great deal lately from the Administra- 
tion on the success of the surge and improving the security situa- 
tion. However, if indeed the surge has worked and the security sit- 
uation has improved, we should be able to significantly reduce the 
number of U.S. troops in Iraq and rely more heavily on Iraqi forces 
to maintain stability. 

However, more than a year after the surge we still have more 
troops in Iraq than we did before the surge, and General Petraeus 
has asked for a pause in the drawdown as he assesses the current 
situation. 

I would like you to address four points, Mr. Secretary. When the 
force levels drop to the pre-surge levels, can the areas that have 
been cleared of insurgents be held? If the surge is working, should 
we not be able to bring our troops home and turn this over to the 
Iraqis? 

What percent of operations in Iraq are led by the Iraqi security 
forces versus U.S. troops, and is it true that the nature of the vio- 
lence has shifted to target more civilians with critical positions 
such as doctors and engineers? Is this a systematic cleansing of the 
technocrats? Who is behind it and what is being done to counter 
such violence? 

If you can respond, I would be appreciative. 

Mr. Negroponte. Thank you, Madam Chair. With regard to 
Iraq, first of all, with respect to the surge, I was, as you know, am- 
bassador in Iraq from June of 2004 to March of 2005. 

I have since that time been back four times to visit that country 
and examine conditions there, and my last trip was in November 
of last year. It was the fourth of four trips that I have taken, and 
I think that it was probably the best in terms of the improvements 
that I had seen in the situation there. 

I spent about six days going to about nine or 10 different places, 
so I do think there has definitely been an improvement as a result 
both of the surge and of the increased capacity of Iraqi security 
forces. 

As to the level of our forces, how long they will stay 

Mrs. Lowey. Could you just tell us what percent of the oper- 
ations are led by the Iraqis? I am interested in the transition from 
U.S. troops to the Iraqis. 

Mr. Negroponte. Right. I do not know the answer to that ques- 
tion, and I think it would be more properly answered by either 
General Petraeus or the Department of Defense. 
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I can certainly seek to submit that to you for the record, but 
what I would say about this is that Iraqi forces are becoming more 
capable. Whether or not they can lead operations, I think it is im- 
portant that they have an increased capacity. I think that has hap- 
pened, and I think that there are areas in the country that have 
now been declared to be areas of provincial Iraqi control. 

I cannot give you the exact number of provinces, but I can guar- 
antee you when I got to Iraq there were no Iraqi forces in control 
of providing security in the various provinces, so the build up and 
the improvement in their capacities has been substantial. 

As to when one might expect a reduction of United States forces, 
certainly that is the intent. The intent is to build up the Iraqi army 
and police capability to the level where they are going to be able 
to take over more and more responsibility, and hopefully that in 
time will reduce the requirement for the presence of U.S. forces. 

I think that Ambassador Crocker and General Petraeus are going 
to come here in the month of April to report to Congress and the 
President and the American people, and I think that they are going 
to be much better equipped than I to give you their judgments as 
to when these developments might occur. 

I think I may have overlooked one of your questions there. 

Mrs. Lowey. Well, I just want to know about the targeting of ci- 
vilians. That is of great concern to me. 

Mr. Negroponte. We share your concern. This is something that 
maybe has been more pronounced in recent times, but I think at- 
tacks on the educated Iraqis, people who are qualified to help build 
that society, has been an issue throughout the Iraq conflict. 

SECURITY 

It highlights the urgent need to establish effective security in the 
various communities of Iraq so that people will feel safe carrying 
out their day-to-day activities, but I would not say that it is unique 
to recent months or weeks. It was a problem even when I was am- 
bassador in Iraq. 

But it does highlight the need for restoring security not only in 
some kind of general way, but also all the way down to the commu- 
nity level, so that means that there is a requirement not only for 
effective Iraqi army forces, but also improved Iraqi police oper- 
ations. 

Mrs. Lowey. I am going to turn this over to Mr. Wolf because 
my time is up, but it is really disappointing that we keep hearing 
about success, but we do not see major transition from our troops 
to the Iraqis and seeing a real taking charge of their country. 

So I look forward to your information that you can submit for the 
record, and I look forward to hearing from Ambassador Crocker 
and General Petraeus. Thank you. 

Mr. Wolf. 

Opening Remarks By Mr. Wolf 

Mr. Wolf. Thank you, Madam Chair. 

Welcome, Mr. Secretary. I apologize. I was giving a speech on the 
Floor. I apologize for not being here for your opening statement. 
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IRAQ STUDY GROUP 

The two questions I would ask together. Maybe you could join 
them. One, the Congress authorized and directed in the omnibus 
to reestablish the Iraq Study Group. Sixty-one of the 77 rec- 
ommendations of the Baker-Hamilton Commission have been car- 
ried out. If you recall, the surge was called for on page 73. 

Now we are hearing silence from the Administration. There was 
a vote in the House that passed overwhelmingly. It is in the omni- 
bus. There is the direction there. 

Is the Administration, or are you talking to the U.S. Institute for 
Peace, to both Baker-Hamilton and the Members? This passed in 
December, and here we are in March. What is the status of that? 

DARFUR 

Number two, on the issue of Darfur do you not think we really 
need some bolder action? This has been going on now for five years. 
There was the article this past week in the New York Times with 
regard to the genocide continuing. The Antonov bombers continue 
to fly. 

Can you kind of tell us what new and different activity that you 
have planned, the Administration wants to do, to deal with this 
genocide? 

So there are two issues combined in the interest of time. 

Mr. Negroponte. Right. If I could on the second one first, you 
may be aware, Mr. Wolf, that the President has named a new Spe- 
cial Envoy for Sudan, Ambassador Richard Williamson, who re- 
placed Mr. Natsios, who recently resigned from that function. 

He just has been out in the area. He is including a trip to Sudan 
itself, both to Khartoum to the south and to Darfur. He had meet- 
ings with government officials there, and we have had, if you will, 
an intensification of our dialogue with the Sudanese Government 
in a hope of moving the peace process forward both with respect 
to the comprehensive peace agreement with the south and the 
Darfur peace agreement. 

Parallel with that we are working hard to support the United 
Nations as it seeks to deploy the African Union-U.N. peacekeeping 
force to the Darfur area. In fact, Ambassador Williamson is in New 
York today meeting with the troop contributing nations to the 
peacekeeping forces, and we are doing what we can to accelerate 
the deployment of that force, which has not been fast enough for 
our taste. 

So those are two of the things that are 

Mr. Wolf. If I could? Do you not think the Administration 
should pull some of the best? This has been going on for five years, 
as long as World War II. I mean, the people in the camps. Senator 
Brownback and I were the first two Members of the Congress to 
go there. 

I mean, if you are a woman in those camps for years and you 
see the world going by, I mean, could you not bring the very best 
minds together, bring somebody like Tony Blair, who is working on 
the Middle East, bring somebody like that to come in? 

Mr. Williamson is a good man, and Andrew Natsios did a good 
job. They are both outstanding people, but something new and dif- 
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ferent has to be done. Just to say we are going to work with the 
U.N., the people you are talking to on Khartoum are the same peo- 
ple that started this, that funded the Janjaweed. 

When I was there I saw the military, the Khartoum Government 
military, and the Janjaweed 100 yards from each other. They fund- 
ed them. Something new and dramatic and bold and different has 
to be done. 

I would urge you just bring the best people. It is not business as 
usual. Bring the best minds, the best thoughts, the best military 
people, the best that come together for something bold to provide 
some hope that this thing will end. 

Mr. Negroponte. If I may, I think on the humanitarian situa- 
tion I think our record has been good 

Mr. Wolf. I do too. 

Mr. Negroponte [continuing]. In terms of what we have done to 
alleviate both with the malnutrition, to help increase life expect- 
ancy in the camp. 

Where we have really come up seriously short is in our ability 
to establish and to contribute to the establishment of security in 
those camps and in our ability to encourage the parties to work to- 
gether so the conditions can be created so that these people eventu- 
ally can go back to their homes, the longer term solution. 

I certainly agree with the urgency of your concern, but the ap- 
proach that we are pursuing is to try to get those U.N. peace- 
keeping forces there because we think that is the best way to es- 
tablish security for the camps and for the humanitarian workers 
and do what we can to encourage the negotiating process. 

Mr. Wolf. What about the Iraq Study Group question? 

Mr. Negroponte. On the Iraq Study Group, you and I have dis- 
cussed this before, Mr. Wolf. 

I do not believe that at the moment there is an active consider- 
ation of doing that, and I am not entirely certain that the group 
itself is seeking to be reconstituted, but 

Mr. Wolf. But it is the law of the land. It was in the bill. The 
Congress has directed this to take place. I think the Administration 
has to deal with the issue. I mean, I do not think we can pass a 
law and just pretend it never took place. 

I mean, I am not going to put you on the spot now, but can you 
check? Have there been conversations? I see my time is up. Have 
there been conversations with the State Department? 

Mr. Negroponte. I will. I will check. 

Mr. Wolf [continuing]. And the ambassador? Is anything going 
on? 

Mr. Negroponte. All right. I will get back to you on that. 

Mrs. Lowey. Mr. Secretary, I just want to make it clear before 
I turn to Mr. Jackson that there is unanimity in this Committee 
and I would dare say in this Congress that this Administration and 
this Congress has to use everything at its disposal to stop the geno- 
cide in Darfur. 

The President has some time left in his Administration. He de- 
clared it a genocide. It would seem to me that in every meeting 
with the Chinese and every meeting with the leaders in Africa, 
using the media, a day should not go by when he does not use his 
leadership of the free world to make it clear that this is intolerable. 
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I would expect that when Cabinet leaders in the United States 
visit China they will use any leverage they have to make it clear 
that this cannot continue. 

I just want to thank Mr. Wolf for bringing this issue up. He has 
been an important voice, but there is unanimity in this Congress, 
and I would urge you to work with the President. 

I understand he has appointed a new person, Mr. Williamson, 
but I would urge the President himself to continue to speak on this 
important issue using every tool at his disposal — personal meet- 
ings, using the media. We cannot allow this to continue. 

Mr. Jackson. 

Mr. Jackson. Thank you, Chairwoman Lowey. 

Deputy Secretary Negroponte, welcome to the subcommittee. 

Mr. Negroponte. Thank you. 

Mr. Jackson. I want to thank you for your testimony and thank 
you for your service to the country. 

I want to start by saying that I strongly support the Administra- 
tion’s request for CIPA, Public Law 480 and the ESF to South 
Sudan, but I think your request still falls several hundred million 
dollars short of the total emergency funds needed for foreign oper- 
ations. 

The supplemental request that we are discussing today was first 
presented to us over a year ago on February 6, 2007. At that time 
the Administration requested $3,301 billion for state foreign oper- 
ations. The request was subsequently amended on October 22, 
2007, when the Administration requested an additional $3,596 bil- 
lion for a total of $6,897 billion. 

I am restating this timeline because this request is almost five 
months old, and a lot of things have changed in the world since 
then. We have new problems in Kenya. The Chairwoman led a del- 
egation most recently, and we recognized maybe not initially from 
the violence, but from the economic and political circumstances of 
the country, great instability, problems in Chad and the DRC. 

Many NGOs at work in subsaharan Africa told me that the 
State’s Population Refugee and Migration Bureau told them to 
make severe cuts to their refugee programs in East Africa based 
on the appropriations Congress provided the PRM. I think these 
NGOs were told to make these cuts because of the increasing de- 
mand of the Iraqi refugee crisis on PRM. 

Instead of telling these NGOs that we are doing valuable work 
in the Sudan, the DRC, Kenya, Rwanda and Chad to curtail their 
activities, why do you not simply ask this committee for more 
funds, or does the Administration not view these situations as 
emergencies? 

Mr. Negroponte. First of all, Mr. Jackson, let me say, I mean, 
the budget is prepared in a dynamic world and with changing cir- 
cumstances and so I do not think it is surprising that at times the 
budget process cannot quite keep up with developments as they 
occur. 

You mentioned Kenya. You mentioned other situations. I would 
mention that there are situations we can see in the future that 
may require more attention on our part such as the situation in the 
Pakistan-Afghanistan border area. 
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My figures here, and I am not sure I see the — it looks to me like 
our supplemental request is for an additional $30 million, but I 
would have to submit to you for the record a response to the ques- 
tion that you have asked me because I do not find the data right 
here in the information before me. 

Mr. Jackson. Thank you, Mr. Secretary. That really leads to my 
next question. 

I understand that your pending supplemental request for the Mi- 
gration and Refugee Assistance Account is about $30 million. 

Mr. Negroponte. Right. 

Mr. Jackson. I am told by many NGOs that are working in that 
field that $30 million is short probably by a factor of 10, some- 
where in the neighborhood of $300 million, that we cannot meet 
the ongoing needs and some of the new demands generated by the 
crisis in Chad, Sudan, Somalia and the DRC, as well as Kenya, and 
that we can prevent drastic cuts in basic assistance to refugee 
camps throughout the Horn of Africa, which is hosting the Congo- 
lese, the Somalis and the South Sudanese who are unable to return 
home because of the ongoing insecurity. 

Deputy Secretary Negroponte, will State work with us to make 
sure, given that this request is nearly five months old, make sure 
that we provide adequate funds to meet the ongoing needs of these 
refugees and IDPs and address these new emergencies in Chad, 
Sudan, Somalia, the DRC and Kenya? 

Mr. Negroponte. All right. I think we will have to look at that, 
Congressman. I think one of the things that occurs to me is we will 
have to also look at whether other elements of our humanitarian 
assistance programs are supportive of these objectives in some way 
first. 

Secondly, what else the rest of the international community is 
doing to work with us to alleviate these situations because of 
course we are not the only donors out there. 

You mentioned Chad, for example, which happens to be an area 
that the European Union has a strong interest in. They are in the 
process of sending a security force down there, and that would 
seem to me that might be an area where the European Union 
might be prepared to proffer some assistance. 

Mr. Jackson. Well, I appreciate your answer, Mr. Secretary. 

Members of this committee know very well, as my time has ex- 
pired, that I have followed these accounts since my service on the 
committee for a number of years. Part of your last response seems 
to suggest that the buck should be passed to many donor commu- 
nities, donor countries. 

This request, Madam Chair, falls far short of our nation’s com- 
mitment, and we have not historically passed this responsibility on 
to the donors. 

I thank the Chairlady for her time, and I thank you, Mr. Sec- 
retary. 

Mrs. Lowey. Mr. Knollenberg. 

Mr. Knollenberg. Thank you, Madam Chair. 

Mr. Secretary, just this week we saw the Iranian president travel 
to Iraq and hold meetings, and it is clear that the Iranian Govern- 
ment’s goal, in my judgment, is to build and maintain power in the 
Middle East. 
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Therefore building and sustaining democracy programs in Iran; 
I believe, also should be a top priority for this Administration. I 
think we need to ensure our allies in Iran have what they need to 
create some grassroots democracy. There has been evidence of that 
in times past — and, most importantly, that they feel protected. 
That is a hard thing to do, but that is one of the goals obviously. 

To accomplish this I think we have to ensure that the funding 
remains in the pipeline. Do you personally feel that the Iran de- 
mocracy funding in the supplemental would sustain those pro- 
grams better between fiscal years than they would be if we were 
just doing it every year? Would it be better to have that possibly 
be inserted in the interim between those fiscal years? 

Mr. Negroponte. Yes. Thank you, Congressman. We do have 
monies that we are seeking in the fiscal year 2009 request, and of 
course we are committed to encouraging democracy in Iran. 

I would be the first to agree with you that Iran, the country of 
Iran and its government, are a source of troublemaking throughout 
the Middle Eastern region. In fact, I cannot think of an area of the 
Middle East, whether it is Syria or Iraq or even in South Asia, in 
Afghanistan, not to mention Lebanon and the Palestinian terri- 
tories, where the hand of Iran is not evident in some way in terms 
of encouraging extremist elements. 

But that having been said, when we crafted this supplemental I 
would recall that it is an emergency supplemental request, and I 
think that in the area of democracy support we thought of that as 
more of the kind of item that you would incorporate in the regular 
appropriation, although that is not in any way to downplay the im- 
portance of the issue. 

Mr. Knollenberg. I believe that the opening, and there are 
openings for democracy in Iran, and I believe they will continue to 
come. Perhaps one here, one there, but they are always put down 
pretty easily. 

However, the government and our allies should be prepared to 
deal and seize the window of opportunity whenever it occurs. No 
one can predict that. Would that be something that you would 
sense too as being important and significant? 

Mr. Negroponte. Yes. 

Mr. Knollenberg. And one of the things I would like to do is, 
and this would not necessarily have to be with you personally, but 
with your staff, is to talk about some of the details of our democ- 
racy plans. 

I believe now do we not appropriate something like $50 million 
a year not in this particular bill, but in the regular course of fund- 
ing? 

Mr. Negroponte. I think it may have even been higher at some 
point. 

Mr. Knollenberg. Higher than that? 

Mr. Negroponte. The number $75 million sticks in my mind, 
but we would be pleased to 

Mr. Knollenberg. I would like to do that. 

Mr. Negroponte [continuing]. Meet with you, Congressman, on 
that subject. 

Mr. Knollenberg. And then another quick question if I have 
time. 
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The situation in the Gaza Strip has intensified, in fact, to a point 
where the Palestinians have called off the peace negotiations with 
Israel. While this situation continues I believe to be fluid, it is im- 
portant that the Administration and Congress take this into con- 
sideration when considering the supplemental request. 

Have you reconsidered your request of I think it is $220 million 
for the West Bank and Gaza? 

Mr. Negroponte. Sir, we think it is important to support the 
Palestinian Authority, going back to a question that Chairwoman 
Lowey raised earlier. 

We think that the government of Mr. Abbas and Mahmoud 
Abbas himself are a force for peace in the area and is a construc- 
tive force, and we need to work with them in order to try to ad- 
vance the peace process as best and as far as we can. 

We think that right now in the remaining months of President 
Bush’s Administration represent an excellent opportunity to move 
the peace process forward. In the meanwhile, the Palestinian Au- 
thority needs resources and needs money in order to continue to 
survive and pay its bills, and some of the monies here are intended 
to be provided to them for that purpose. 

Again, we are not the only country that is contributing to the vi- 
ability of the Palestinian Authority. There are others as well. 

Mr. Knollenberg. I understand. Thank you very much. 

Mrs. Lowey. Before I turn to Mr. Schiff, I just want to clarify 
that this Chair has put a hold on the money, as you know, pending 
information from the State Department concerning the agreement 
we had regarding the expenditures of the money and the account- 
ing system and certainly because of the latest action, a clarification 
of the intentions of Mr. Abbas and being a reliable partner in any 
kind of negotiation. 

Mr. Schiff. 

Mr. Schiff. Thank you, Madam Chair. 

Mr. Negroponte. Could I make a few points on that matter, be- 
cause I think there were questions really embedded in that. 

Number one, we will share with you the agreement that we have 
with the Palestinian Authority. Number two, we sent up a notifica- 
tion, but we recognize the need for certifying certain points which 
we know has to come up to you before we actually obligate the 
funds. 

So we hope, and we would like to work with you to clarify the 
situation so that we can achieve a release on your hold. 

Mrs. Lowey. I look forward to receiving the details concerning 
the accounting procedures, the expenditures that you expect to use 
the money for and certainly the intentions of Mr. Abbas. 

Mr. Negroponte. Who, as of the last account, has recommitted 
to holding talks and to the peace process, and we certainly are 
going to continue to encourage him to do that. 

Mrs. Lowey. I would certainly express our appreciation on this 
committee for any efforts that you make in moving the peace proc- 
ess forward. 

I will turn to Mr. Schiff. Let me just say we will suspend after 
Mr. Schiff s questions and vote and then come back. 

Mr. Schiff. 
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REFUGEES 

Mr. Schiff. Thank you, Madam Chair. 

Mr. Secretary, as you know, the influx of Iraqi refugees esti- 
mated at around half a million has put enormous strain on Jor- 
dan’s economy. 

These refugees, who represent a 10 percent increase in Jordan’s 
population, have inundated Jordan’s health care and education sys- 
tems and have also acted as a spur to increased housing and en- 
ergy prices. The global increase in oil prices has further exas- 
perated the situation in driving the kingdom’s budget further into 
deficit. 

Jordan is one of our key allies in the Middle East. They have 
been very quiet, but unstinting, in their support of our fight 
against Al-Qaeda and supporting our troops in Iraq. For this, the 
country has been targeted by Al-Qaeda and has seen its economy 
and society disrupted. 

I believe we have a strategic interest in ensuring that Jordan can 
weather this economic storm. My question is would the Administra- 
tion support additional aid for Jordan in a supplemental? 

Mr. Negroponte. Congressman, I do not know about the supple- 
mental, but let me say the following. 

First of all, among the Arab countries in the Middle East I think 
there is no better friend than the country of Jordan. We have a 
very, very close relationship. We cooperate with Jordan in all the 
ways that you just described and so I would definitely agree with 
you on that point. 

As was noted earlier in the hearing, the King of Jordan is in 
town as we speak. He met with the President the other day. I at- 
tended that meeting, and the king, his majesty, expressed an inter- 
est in a multi-year approach to our assistance to Jordan, which at 
the moment is provided on a year-to-year basis. 

The President responded that we would take a look at that pro- 
posal by his majesty, so that is where we stand on it at the mo- 
ment. As you know, the assistance that is provided to Jordan is 
substantial. It is on the order of more than half a billion dollars 
a year, and I would expect that to continue in the foreseeable fu- 
ture. 

Mr. Schiff. I am aware of that, but I am also aware how the 
circumstances in Jordan have changed as a result of the war in 
Iraq and the enormous refugee problem that they have, and I hope 
you will keep an open mind to supplemental assistance. 

Mr. Negroponte. I understand. 

Mr. Schiff. I thank you. I have additional questions, but I am 
going to have to run off to vote and so we will recess until after 
the votes. 

Mr. Negroponte. Thank you. 

[Recess.] 

Mrs. Lowey. So if you can explain to us why the military is still 
providing the majority of our reconstruction aid, and not the State 
Department and USAID, and what is your plan for assuming re- 
sponsibility for all reconstruction and stabilization assistance? 

Frankly, is there any planning at the State Department for a 
transition to a civilian led effort in Iraq without the current level 
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of troops operating in an environment where troops were located 
over the horizon in Kuwait, for example? What would the security 
requirements be in a situation such as that? What would the staff- 
ing needs be in such a situation? 

So let me make one other point, and then if you can respond. 
Again, I mentioned this before. If the security situation has so dra- 
matically improved and stabilized, one would expect that state and 
USAID officials would be able to go about their work without U.S. 
military security. 

The PRTs, you would expect, would be able to operate outside of 
the military security envelope. Is that the case today; and when do 
you think it would be possible for the PRTs to operate, independent 
of military protection? If you could respond, what is USAID doing? 
What is the State Department doing to deal with this straight up 
front? 


PRTs 

Mr. Negroponte. We have substantial USAID programs, and we 
also have a request, Madam Chair, for funding for PRTs for pre- 
cisely the kind of purpose that you describe. 

We have now, I think I mentioned in my statement, some 24 
PRTs, and we are seeking assistance monies that they will use in 
support of governance projects, rule of law. 

Mrs. Lowey. Can they function without the military protection? 

Mr. Negroponte. At the moment, they cannot function without 
either military protection, which is what a majority of them do, be- 
cause they are imbedded in military units; or they have personal 
security details, civilian contractors, who provide security to them. 

So I would say that they cannot function without some kind of 
security protection. But we would hope that that situation would 
improve over time, and it probably is a question of the level of the 
protection that they need, as opposed to whether or not they might 
need any at all. But hopefully that will diminish over time. It 
should. 

Mrs. Lowey. We have been hearing about great success. As you 
know, the military is concerned that they are stretched too thin. So 
in your planning, in your discussions with Ambassador Crocker 
and with General Petraeus, what kind of time are you talking 
about? 

Mr. Negroponte. Well, I think I am going to have to leave it to 
Ambassador Crocker and General Petraeus to answer that. They 
will be coming here in April. I think that we need to direct that 
question to them. But obviously, we want to do it as quickly as we 
possible can. 

We have about 6,000 contractors now, who provide security to 
our civilian operations around Iraq. I do not know how long we will 
need that level of private security contractors to provide that type 
of security. But hopefully it will diminish over time. 

Mrs. Lowey. Is there planning going on now at the State Depart- 
ment for a transition to a civilian-led effort in Iraq, without the 
current level of troops? 

Mr. Negroponte. I cannot tell you that there is specifically a 
blueprint of some kind that has been laid out. I am not aware of 
any. 
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Mrs. Lowey. Well, I thank you, and I would hope that General 
Petraeus and Ambassador Crocker will appear before this Com- 
mittee. Because these are essential questions that we need answers 
to. 

We keep hearing about how the surge is successful and people 
are going about their business. Yet, on the other hand, there is no 
transition to a civilian-led effort. So I would appreciate that infor- 
mation, and I thank you. Mr. Wolf. 

Mr. Wolf. Thank you, Madam Chair. 

Let me go back to an issue, just to express my frustration and, 
at times, disappointment in the Administration on the issue of 
China and on the issue of Darfur. 

The Administration will miss the opportunity to deal with 
Darfur. I will predict that when you all leave, if you do not do 
something aggressive before the Olympics, the genocide Olympics, 
as Mia Farrow calls them, this thing will gone on; and it will go 
down in the history book as, you have left with this thing raging. 

Now we all know that China has that ability. We know that 
China has the ability to stop it. Now I sent you a letter, and I hope 
you got it. I think you did. I asked you and the State Department 
people to see that the U.S./China Commission report that what 
China is doing is selling weapons. I do not know if you have read 
it, yet. Have you read it? 

Mr. Negroponte. I do not know. 

Mr. Wolf. Well, your office said that they were going to courier 
over and get it. Everybody in the building was going to see it. 

It is shocking. I mean, I wish I could just let everybody in the 
country see what is in there. It is about China. It is all about 
China, and yet it is classified. We cannot see it. We cannot tell peo- 
ple what evil things China is doing. 

Now I saw a letter a while back. Clark Randt sent a letter up 
here, saying we will work with you when you come — not me — to 
China for the Olympics. Let me just say, Madam Chair, no Member 
of Congress who has ever spoken out on the issue of Darfur and 
human rights ought to go to the Olympics. I mean, if they do, hypo- 
crite will be the word that follows. 

Now I am disappointed that the President is going. I saw an arti- 
cle the other day that Nat Hentoff wrote. Ronald Reagan would 
have never gone to the Olympics; and you worked for him and I 
supported everything you did then in South America with regard 
to the Contras. Ronald Reagan would have never gone to the Olym- 
pics. I guarantee that — never gone. 

But Clark Randt was saying, we will help you with regard to 
your accommodations over here. The American Embassy should not 
be doing that. We know what China is selling. I mean, I cannot say 
it. But I want to say it out here, so everyone can see what they 
are doing to our country. 

We know they are spying. As Chairman of the committee last 
year with jurisdiction over the FBI, I know what the FBI tells me 
how they are spying against high tech companies in my district 
and around the country. 

So this is not you, and I apologize. You have had a great, distin- 
guished record, and this is not directed against you, I want the 
record to show. 
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Mr. Negroponte. I understand. 

Mr. Wolf. But we are going to miss the opportunity of impacting 
Darfur. This group that you are talking to, the Bashir government, 
they will not even allow our containers to come in to build the em- 
bassy. Well, they will not allow a container to come in to build the 
embassy, and they are the same ones that killed 2.1 million Chris- 
tians in the south. 

They are the ones who allowed Osama Bin Laden, and the Con- 
gress forgets it and the Administration forgets it. Did you read the 
book, Looming Tower? 

Mr. Negroponte. Yes. 

Mr. Wolf. Osama Bin Laden lived in Sudan from 1991 to 1996. 
There are Taliban who are there. So Clark Randt ought not be the 
cruise director for anyone. 

Secondly, I am requesting officially that no one from this Admin- 
istration — and obviously, I cannot control what the President 
does — no person in the Bush Administration should go to China for 
the genocide Olympics. It would be like going to the Olympics in 
1936. It would be like FDR going to the Olympics with Adolf Hitler 
in that stadium in 1936. Do not go. Do not have anyone go. 

I have been even thinking of offering an amendment to this com- 
mittee, prohibiting any Federal funds for any Federal worker to 
travel with Government money. If they go on their own and they 
want to spend their money to go to the genocide Olympics, fine; but 
no Federal money. 

In fact, I think I will offer the amendment in subcommittee with 
the Chair or the full committee, if you would like me to. No Amer- 
ican officials should be there with the Chinese government. There 
are Catholic priests in jail today. There are Catholic bishops caught 
in the Cardinal Kung Foundation. There are about five Catholic 
bishops in jail. I have been to Tibet. There are Buddhist monks in 
Drapchi prison and Buddhist nuns. 

So there are two questions. They are not even questions. You are 
going to miss the opportunity. Frank, Secretary Paulson has been 
over there, over and over and over. I hear when he gets there, he 
never mentions the issue of this; and if he has, I will stand cor- 
rected and say he raises it, number one, every time. 

I will tell you, if I was Secretary of the Treasury, and I went 
there, I would raise it. The last time I went to China, they would 
not give me a visa. Frankly, I do not think the Administration has 
done a very good job. Now President Bush deserves a lot of credit. 
I have said it over and over, I think these ads where they criticize 
Bush are inaccurate. He has done more than anybody else, he and 
Andrew Natscios. 

So I give you all the credit. I would have nominated the Presi- 
dent for the Nobel Peace Prize on this. But the Olympics is the op- 
portunity. We demonstrate our feelings by our actions. 

If you are a Catholic bishop in one of the prisons in China, or 
you are a Buddhist monk or nun, or you are an Evangelical pastor, 
and you hear on the news your President, the President of the 
United States, and his Secretary of State are in our country today 
at the Olympics, can you imagine how demoralized they will be? 
Some of these bishops are 80 years old. They will be demoralized. 
They will be broken. 
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So frankly, I respectfully ask that the President not go. I cannot 
control that. But I am going to offer an amendment that no Federal 
official — and I am not going to ask you if you are going to go. I 
know you are not going to go. But Clark Randt ought not even go. 
Because this amendment will cover Clark Randt. 

Now if the Chinese change their attitude by then, great. But if 
they are still doing this thing with regard to Darfur and not co- 
operating; if they are still spying against the high tech companies; 
if they are still selling weapons to country ‘x’ and ‘y’ and ‘z’ where 
our American soldiers are involved at all, then I think no American 
Government official, from the highest to the lowest, should attend. 

I am not going to push you and embarrass you into saying, you 
agree with me. But I will tell you, that will be the amendment. I 
tell you, if this genocide is still going on, and an American is in 
that stadium, waving, if you will, they will go down in history as 
people cooperating in the genocide Olympics of 2008, and history 
will never, ever, ever forgive them. 

Because in all these years we have gotten nothing except more 
death, more destruction. I have seen those Hines helicopters gun- 
ning the people down. I have seen the weapons that the Janjaweed 
are carrying, that are coming because of the Chinese. 

So this is a real test. This is a moral test for this Administration; 
and let me say, Madam Chair, it is a moral test for this Congress, 
if you have ever voted against the issue of Darfur, if you belong to 
the Human Rights Caucus, and God bless Tom Lantos. 

You know, two of the heros, Hyde and Lantos, were always the 
ones on the floor that spoke out on all these issues; and Henry was 
one of the best, and so was Tom Lantos, on the Contras down in 
Central America. They are gone, and now people think maybe you 
can have it both ways. 

You cannot be up here voting and criticizing genocide and Darfur 
and Iran and weapons, and still go and celebrate what Mia Farrow 
has appropriately said is genocide Olympics. 

Lastly, we should follow what Steven Spielberg did. He said he 
was not going to participate in this activity. With that, if you want 
to comment, you are welcome to comment. 

Mr. Negroponte. No, I just have one very brief comment, Con- 
gressman Wolf. Because I think that I feel compelled to say this; 
which is, there is no greater spokesman for human rights in the 
world than our President, President Bush. 

Mr. Wolf. And I would add to that, I agree, and have mentioned 
the President with regard to the Nobel Peace Prize. But this Ad- 
ministration is not over. To go in sit in the stands, if you should 
read Nat Hentoffs piece, and I will send it to you, would be almost 
like FDR going. Do you think FDR would have gone to the Olym- 
pics in 1936? 

Mr. Negroponte. I would just say 

Mr. Wolf. I said, do you think he would have gone? 

Mr. Negroponte. Well, he did not go. 

Mr. Wolf. I said, do you think he should have gone? 

Mr. Negroponte. Sir, I just would repeat, I think the President 
is the strongest possible advocate for human rights around the 
world, wherever he travels, including as and when he goes to 
China. 
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Mr. Wolf. But when you are in China, the President should pub- 
licly say it. It is like when somebody comes up to me and they say, 
I am really with you, Wolf, but privately. I just do not want my 
name to be identified publicly. 

If you cannot be with me publicly, then you are not with me. The 
President has to speak out publicly, because of those Catholic 
bishops and the Evangelical pastors and the nuns and the Bud- 
dhist monks that are in prison, and the Wegars. 

Lastly, human rights in China are worse today than the day that 
this Administration came into power. Would you also get the letter 
that Clark Randt sent out, offering to help and to cooperate with 
that, and let me know what you think about it? 

Mr. Negroponte. Okay. 

Mrs. Lowey. I know that you have to go, Mr. Secretary. I would 
like to just close with two points. I am going to be seeing King 
Abdullah in just a few minutes. In fact, we have several meetings 
with King Abdullah. What should I tell him about his request to 
the President for a bilateral aid agreement? Do you have a message 
for him? 

Mr. Negroponte. Well, I think I already mentioned that we re- 
sponded to His Majesty that this was something we would take a 
look at and that we would consider. But it was the first that we 
had heard of this request, and I think that we have got to discuss 
this within the Administration internally. But it is a matter that 
is under consideration within the Administration. 

Mrs. Lowey. As far as I am concerned, and I know my colleagues 
share that view, the King has been a strong, strong friend and ally. 
His country has enormous burdens, as a result of Iraq and the ref- 
ugees, who are currently in Jordan. 

His message, urging peace between Israel and the Palestinians, 
has been resonating. I feel very strongly that he needs as much as- 
sistance as we can provide, and I would hope that you would take 
that message back. 

I just have to make one other point about Afghanistan. I men- 
tioned before that it really was surprising to me that most of the 
money was requested for roads, and certainly that is a function of 
the World Bank and other entities. 

There are, as I understand, some successes with your counter- 
narcotics programs. Given the fact of our success with counter-nar- 
cotics programs in Latin America, you mentioned, we now have a 
major problem in Mexico, the transit point. 

Given our total failure in Latin America with counter-narcotics 
programs, there has been success, I understand, on a small scale 
in Afghanistan in that if communities renounce the poppy, com- 
bined with the strengthening of the capacity of the law enforce- 
ment sector to enforce and prosecute drug crimes, the assistance 
we are providing really has had a tremendous impact. So I would 
hope you would take that message back, as well. 

We have been struggling in this Committee and other commit- 
tees with the whole issue of narcotics, the impact on the poppies, 
everywhere in our country certainly and throughout Europe; and I 
would hope that you can re-design your request for Afghanistan, 
consistent with some of the successes. 
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Let me close and thank the Committee, and thank you for ap- 
pearing before us. Additional questions will be submitted to you for 
the record, and do you have a word? 

Mr. Negroponte. Just on the last two points you raised, first of 
all, I can assure you, we value the relationship with the Kingdom 
of Jordan greatly. They are a great ally and friend in the Middle 
East. So I want to reassure you of that. 

On the question of the nature of our program in Afghanistan, I 
do recall extensive discussions with our former Ambassador there, 
Ambassador Newman, when he was there. 

On the issue of roads, it is not so much the big infrastructure 
projects; i.e., the Ring Road and all of that. It is the farm to market 
roads, so that you can enable the Afghan peasant to be better em- 
powered through better access to the economy. So I think there 
may be an element of that in there, too. It is not as if there were 
just large infrastructure projects. 

Mrs. Lowey. No, let me make it very clear. I am not questioning 
the wisdom of roads. Their products have to get to the market. 

Mr. Negroponte. Right. 

Mrs. Lowey. I am just saying that there are other entities that 
can pay for those roads; and I am pleased that Saudi Arabia finally 
completed their commitment to the Ring Road. 

But with oil at $105, a barrel, there are other entities who have 
an interest in the stabilization of Afghanistan, who could do more 
to build the roads. Certainly, the World Bank has traditionally 
taken a major role in that. 

So let me thank you; and I know there are many questions that 
my colleagues have had, and we will be submitting them for the 
record. I look forward to continuing the dialogue. 

Mrs. Lowey. Thank you very much. 

Mr. Negroponte. Thank you. 

Mrs. Lowey. The hearing is adjourned. 
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Questions for the Record Submitted to 
Deputy Secretary of State John Negroponte by 
Representative Nita Lowcy (#1) 

Subcommittee on State, Foreign Operations and Related Programs 
House Appropriations Committee 
March 6, 2008 


Question : 

What percentage of operations are led by ISF vice U.S forces in Iraq? 
Answer : 

According to Department of Defense information published in the 
December 2007 report to Congress entitled “Measuring Security and 
Stability in Iraq,” 77% of formed Iraqi units are rated as being able to plan, 
execute, and sustain operations with minimal or no assistance from Coalition 
forces. This informat ion was current as of October 29, 2007; we expect the 
next edition of the report to be published during the week of March 9-15, 
2008. We respectfully defer to the Department of Defense for the most 
current information on military operations in Iraq. 



685 


Questions for the Record Submitted to 
Deputy Secretary of State John Negroponte 
Representative Frank R. Wolf (#1) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 

March 6, 2008 


Sudan - Khartoum Embassy 

This Committee has already provided S126M for a New Embassy 
Compound in Khartoum. Construction has been off and on for more than a 
year, mainly because the Sudanese have not allowed containers of 
construction materials to be moved from the ports into Khartoum. Because 
of that delay, I understand that at the end of last year the State Department 
began demobilizing (pulling the plug) on the contract for the New Embassy 
Compound, but, recently, I hear that there have been discussions between 
the State Department and Sudanese officials that may help to restart the 
project. A secure facility in Khartoum is a high priority for this Committee. 

Question: 


Can you tell us the result of those recent discussions with the Sudanese 
government? Are you and the Secretary personally involved in these 
discussions? 

Answer: 


In February 2008, the Secretary and I both had direct discussions with 
the Sudanese Foreign Minister and Special Presidential Advisor in 
Washington. We discussed changes in the Sudanese Finance Ministry and 
received the visitors’ expressed willingness to cooperate with the 
construction of the New Embassy Compound (NEC) in Khartoum through 


the immediate release of the containers. Based on our discussions with these 
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officials, we believe there is an opportunity to “re-start” the Embassy 
construction project. The project had been reduced in scope — completion of 
the concrete infrastructure — and the contract value renegotiated to a lower 
amount as a result of the Sudanese refusal to release containers with 
construction material. However, the project was never halted completely 
and work on the site continues. We now believe that it can be “re-energized” 
and moved forward to completion. Our contractor remains committed to 
working with us to achieve this goal. We are now seeking to act on the 
Sudanese promises and have formally requested that the containers they 
have held up be released immediately. 
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Question: 

Is there hope that this Embassy compound will be completed in the near 
future? 

Answer: 

Assuming we get cooperation from the Sudanese on the release of 
containers and provisions of visas for people involved in the construction 
project, we believe “fit out” of the main Chancery building could begin in 
June 2008 with a projected completion date of August 2009. We are 
expecting a new proposal from the current contractor for completion of the 
entire Embassy compound project and anticipate that a budgetary increase 
will be needed. We would then plan to seek Congressional support for this 
additional funding through a re-programming request. 
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Question: 

Even if construction materials can be moved out of the ports, are there other 
obstacles to completing construction of the embassy compound? 

Answer: 

As you know, the logistics chain for materials to the work site in 
Khartoum is long and arduous. It has also been difficult to find skilled 
laborers from within Sudan to work on the project. In addition, the project is 
taking place in a difficult bilateral relationship. Given all of these factors, 
bringing the project to completion will be a challenging task, but with the 
contractor working on this NEC project - who has considerable experience 
with embassy construction - we believe this goal can be successfully 
accomplished with continued cooperation from the Sudanese government. 
Acknowledging the risks and difficulties involved in this undertaking, the 
Department remains committed to the completion of this project and the 
benefits it offers to the security of the mission in Sudan. 
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Question: 

Are there additional binding needs now that the project may be back on- 
line? 

Answer: 

Yes. We are currently looking at the financial impact of restarting 
this project and will inform the Committee through a re-programming when 
additional funding will be needed. 
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Question: 

Are any of those project costs included in the supplemental request? 

Answer: 

No. Once the financial impact of the project is known, we will seek to 
re-program funds to meet the requirement. 
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Questions for the Record Submitted to 
Deputy Secretary of State John Negroponte 
Representative Frank R. Wolf (#2) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 
March 6, 2008 


Question: 

To date, the U.S. Government has provided almost $600 million in direct and 
indirect support to the African Union Mission in Sudan (AMIS) to help stop the 
violence in the Darfur region. On December 31, 2007, the UN assumed 
operational responsibility for the new hybrid UN-AU mission in Darfur 
(UNAMID). I understand that there are more than 9,000 UNAMID troops 
currently on the ground, and most of them (approximately 7,000) are African 
Union troops. The authorized mandate for UNAMID forces is over 26,000 
military and police. In the FY 2008 bill, the Committee provided $390 million for 
UNAMID. 

o If the Committee provides the remainder of the supplemental request 
($333.6 million) will this be enough to fully fund the UNAMID mission? 
o How long will this funding last? 

(We’ve heard that with the requested funding, the US can pay its 
peacekeeping assessment through June 2008.) 
o Is it true that even though many countries have volunteered troops, 
significant training and equipment needs remain? UN peacekeeping 
assessments can’t be used to pay for training and equipment. It’s my 
understanding that $144 million remains in the PKO account that could be 
used for this purpose. Will that be enough to address the outstanding need 
for training and equipment? 

o How is the USG responding to the Sudanese government’s objections to the 
provision of helicopters and other equipment to meet these gaps? 
o Are you and the Secretary working with other international partners to get 
them to contribute to training and equipping the UNAMID forces? We can’t 
afford to let this mission fail. (We’ve heard that the need could be as large 
as $256 million. Canada seems to be the most promising donor.) 
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Answer: 

As established in the United Nations Security Council Resolution 1769, the 
United Nations - African Union hybrid peacekeeping operation in Darfur 
(UNAMID) will be, once fully deployed, one of the largest UN peacekeeping 
operations in history. Based on preliminary estimates, UN costs for UNAMID in 
FY 2008 will be about $3.4 billion; the U.S. share will be about $884 million 
(25.9%). The President requested $723.6 million in FY 2008 supplemental 
funding, $390 million was provided as bridge funding in the FY 2008 Omnibus 
Appropriations Act. The Administration continues to seek the balance of this 
supplemental funding, $333.6 million. These supplemental funds, along with an 
additional $160 million in the FY 2008 CIPA appropriation, are intended to 
provide funding for the UNAMID through June 2009. The Administration’s FY 
2009 request of $414 million will provide funding for assessments expected during 
that fiscal year. 

UNAMID is an extraordinarily complex operation and must compete with 
other operations internationally for scarce resources. The Government of Sudan, 
although prone to obstructionism, is not responsible for the lack of the key force 
multipliers such as helicopters and transportation units that are so vital to the 
success of the mission. UNAMID will deploy to one of the most remote areas of 



693 


the African continent; even under the best of circumstances, such deployment takes 
time. To counter this, the Administration is spearheading an intensive high-level 
diplomatic campaign to identify and solicit countries to contribute critically-needed 
helicopters, heavy transport units, and multi-role logistics unit for UNAMID. 
Sensitive discussions are ongoing with several capable nations who have indicated 
receptiveness to providing the missing units for Darfur. While we continue to 
engage these countries, we will continue our global outreach effort to push for 
these elements until a confirmed, viable commitment emerges. 

As a multilateral effort complicated by a hostile host government, the 
challenges to rapid deployment are numerous. Nevertheless, deploying this force 
is one of our highest priorities. The United States is committed to leading the 
international efforts, by applying diplomatic pressure as needed, providing 
financial support for troop contributing countries, and making available expertise 
and advisors. As part of this effort, Special Envoy for Sudan Richard S. 
Williamson and his Canadian counterpart launched on March 6, the “Friends of 
UNAMID” working group in New York to identify and remove impediments to 
rapid UNAMID deployment. 

The Administration is working closely with partner countries to ensure 
training and equipment is provided to each battalion sent to Darfur as part of 
UNAMID. The international community has a key role to play in ensuring that 
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these battalions - particularly from a number of African troop contributors that 
have limited resources and little or no peacekeeping experience — arrive to theater 
trained and equipped to meet the UN’s stringent standards. The estimated cost for 
this train and equip requirement is between $200 million and $300 million. We 
and our international partners are conducting inventories of current troop 
contributing country equipment and training needs that will help us refine the 
costs. President Bush announced $100 million to support train and equip programs 
for African states contributing forces to UNAMID during his recent trip to Africa. 
We also understand that the Netherlands, the UK, France, Canada, and Italy are 
prepared to contribute funding or in kind support to train and equip the African 
battalions participating in UNAMID. We continue to closely examine remaining 
funds in the PKO account, mindful of the high priority we attach to deploying fully 
trained and equipped troops to Darfur. 
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Questions for the Record Submitted to 
Deputy Secretary of State John Negroponte 
Representative Frank R. Wolf (#3) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 

March 6, 2008 


Question : 

The Fiscal Year 2008 bill designated $4,000,000 to compensate the families 
of members of the Foreign Service or other United States Government 
employees or their dependents that were killed in a terrorist attack, subject to 
authorization. Given the recent fatal attack on two USAID employees in 
Khartoum, what are you doing to ensure the passage of comprehensive 
authorization legislation? 

Answer : 

The Administration originally submitted a proposal for 
comprehensive victims’ of terrorism compensation legislation in 2003. This 
was introduced, considered by the Senate Foreign Relations Committee, and 
ultimately failed to move. Since then, the Department has considered 
possible revisions or alternatives to that proposal with the goal of putting 
forward a proposal for comprehensive legislation that the Administration 
backs and that Congress might support. Comprehensive compensation 
legislation is complex; there are many considerations that must be taken into 


account. 



696 


Since last year, we have been working diligently with our interagency 
colleagues, discussing possible options and potential obstacles to developing 
such a proposal. These high level discussions are continuing. 

One additional factor that must now be taken into account is how the 
recently passed FY 2008 National Defense Authorization Act, which 
furthers the litigation approach to compensation, impacts a comprehensive 
approach. 

We welcome the opportunity to work with Congress on these issues. 
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Questions for the Record Submitted to 
Deputy Secretary John Negroponte by 
Representative Frank R. Wolf (#4) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 

March 6, 2008 


Question: 

The 2007 Corruption Perception Index rates the corruption levels of 1 80 
countries on a scale of 10 (squeaky clean) to zero (highly corrupt), and 
Mexico gets a 3.5 on the scale. Human rights abuses remain significant 
problems. The State Department’s own Trafficking in Persons report states, 
“the Government of Mexico does not fully comply with the minimum 
standards for the elimination of trafficking. Yet, a total of two-percent 
($22.3 million) of your request for Mexico would be dedicated to training 
programs to fight corruption, and improve human rights. Why? 


Answer: 

The Administration seeks to support and complement ongoing efforts by 
both the Government of Mexico, as well as the USG, to prevent corruption 
and institutionalize the respect for human rights among Mexican security 
forces, prosecutors, and other justice system officials. 


The Calderon Administration has recognized that the lack of accountability 
within the justice system, as well as the Mexican public’s lack of respect for 
the system, are significant impediments to reducing corruption. To that end, 
the Government of Mexico has just passed sweeping judicial reforms aimed 
at overhauling the current system and improving the rule of law. This 
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initiative (which is expected to be approved by a majority of Mexican states) 
would introduce public, oral trials and guarantee the presumption of 
innocence. The reforms would also reduce reliance on confessions (a source 
of human rights violation allegations), create a new category of judges to 
rule more quickly on warrant requests and would clarify rules on house 
arrest, which Mexican prosecutors use while building cases against 
organized crime suspects. 

It is also important to highlight the progress the Calderon Administration has 
made in the fight against trafficking in persons and human rights since 
taking office. At the end of 2007, the Government of Mexico passed 
legislation on trafficking in persons that both criminalizes the activity as 
well as establishes comprehensive services to trafficking victims. The 
Mexican military has allowed - for the first time - military officers to be 
tried for human rights abuses in civilian courts, and has accepted all 
recommendations from the Mexican Human Rights Commission concerning 
military involvement in human rights abuses. In January 2008, the Mexican 
military announced the creation of a human rights office that is expected to 
ensure that it is in compliance with International Humanitarian law, address 
human rights complaints, and generate respect and understanding for human 
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rights within the armed forces. Media reports also indicate that the Mexican 
military has implemented human rights curriculums within all of its military 
academies. 

Under the Merida Initiative, the Administration proposes spending $145.5 
million over the first two years of the initiative to complement the efforts in 
improving the criminal justice system by the Government of Mexico, and to 
bolster improvements in the areas of anti-corruption, transparency, and 
human rights. For example, the Merida Initiative will continue and expand 
specialized training and technical assistance - that the USG already provides 
to the Mexican Office of the Attorney General (PGR) - to various state 
Attorneys’ General offices. It will also provide basic and specialized 
training to the newly consolidated Mexican federal police force, which 
answers to the Secretariat for Public Security (SSP). 

To ensure accountability and overcome corruption, the Merida Initiative 
seeks to assist the Government of Mexico in developing and implementing a 
standard investigative and vetting procedure for all federal police personnel; 
establishing information technology systems to permit investigative and law 
enforcement agencies to share data and talk to one other, thus increasing 
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accountability; improving communications in order to secure them from 
criminal eavesdropping and establish inter-operability among Mexican and 
U.S. agencies; and integrating human rights and anti-corruption training into 
the federal police academy curricula. The USG will purchase or provide all 
equipment, training, and support proposed under the Merida Initiative; there 
will be no cash transfers between governments. 



701 


Questions for the Record Submitted to 
Deputy Secretary John Negroponte by 
Representative Frank R. Wolf (#5) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 

March 6, 2008 


Question : 

Further, the CIA fact book estimates that public debt in Mexico as a 
percentage of GDP is 23.1 percent, compared to the U.S. public debt of 36.8 
percent of GDP for 2007. Further, the external debt owed by Mexico is 
$ 1 82 BILLION. Compare that to the external debt of the United States of 
$12.25 TRILLION. Given this information, how do you rank the importance 
of this request? 


Answer : 

While Mexico has a relatively well developed and diversified 
economy and should be commended for making substantial progress in 
reducing its public debt, its per capita GDP is $12,500, compared with the 
per capita GDP in the United States of approximately $42,000. We believe 
that the requested U.S. involvement will allow for a more rapid and robust 
response to the extremely urgent threat of organized crime and drug 
trafficking, while developing the partnerships that ensure we can combat 
transnational crime into the future. We believe that there is significant 
value-added in the United States providing equipment, technology, training, 
and expertise as part of the Merida Initiative. Under the leadership of 
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President Calderon, Mexico has already devoted unprecedented resources 
towards this effort, and we believe that U.S. -provided equipment and 
training will strengthen cross-border cooperation to the benefit of citizens in 
the United States as well as Mexico. 

Whether the issue is seeking to reduce the flow of illegal drugs to the 
United States or seeking to improve the stability and prosperity of our 
closest neighbors, this request seeks to address vital issues of public and 
national security for the United States. The threat posed by organized crime, 
drug trafficking organizations, and criminal gangs operating so close to the 
United States, and even across our border, directly affects homeland 
security. 

Shutting down criminal organizations that traffic in contraband, 
including people, improves our border security while helping reduce the 
possibility that such networks and routes could, in the future, be exploited by 
terrorist elements. For example, one of the key elements in the Mexico 
portion of the Merida Initiative aims to assist the Government of Mexico to 
secure and patrol its southern border in an effort to prevent transnational 
trafficking of persons, arms, and drugs . For Central America, more 
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resources would be devoted to countering gang activity, securing maritime 
borders, and denying traffickers the territory in which to operate. 

The Merida Initiative complements ongoing U.S. domestic efforts to 
reduce drug demand, to stop the flow of arms and weapons south, and to 
confront gangs and cross-border criminal organizations. It also 
complements the broader effort being made by the Governments of Mexico 
and Central America to tackle all aspects of organized crime. 
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Questions for the Record Submitted to 
Deputy Secretary of State John Negroponte 
Representative Frank R. Wolf (#6) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 
March 6, 2008 


Question: 

Nearly fifty percent of your assistance request for Mexico is to purchase aircraft 
($205m), I have been told that the Mexican government has purchased and 
currently operates the very same aircraft that you are proposing that we buy for the 
Mexican government. They purchased this aircraft without money from the United 
States before, so why is it important to spend our limited foreign assistance dollars 
on something the Mexican government can buy? 

Answer : 

The Government of Mexico (GOM) has recognized the threat that drug 
trafficking and criminal organizations pose to its own stability, security, and 
prosperity. They want to cooperate with the United States to address these 
concerns, and Mexican President Calderon’s request for support represents an 
historic opportunity for the United States to work with Mexico for a more secure 
and prosperous North America. 


The GOM approached us to request focused security cooperation in the fight 
against criminal organizations in Mexico, to include aviation assets where both 
governments believe that there is value added through USG expertise and 
enhanced law enforcement and military cooperation. We believe that support to 
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counter-narcotics aviation units is one area in which the USG has such experience 
and can significantly enhance Mexico’s own efforts. Our specific support on aerial 
assets, beyond solely building this partnership, will allow us to help the GOM in its 
interdiction strategy by acquiring and deploying these airframes more quickly and 
preserving an elevated standard of maintenance and support. Direct U.S. 
involvement in developing a strong training, maintenance, and logistical support 
package will help ensure the long-term success of the program. It will also allow 
the U.S. to apply the lessons we have learned in similar situations around the 
world. 


The GOM is undertaking significant and far-reaching efforts of its own to 
confront the problems facing both our countries and our contributions will 
complement those broad efforts. For example, the GOM already maintains four 
Bell 412 helicopters. Merida Initiative funding for an additional eight airframes 
would allow them to complete and maintain a full squadron. This means more 
coverage of territory and a faster response time while ensuring against any loss of 
interdiction capability from disabled or non-functioning aircraft. 

In general terms, we see strong political will in both Mexico and Central 
America to address citizen security on an increasingly regional and cooperative 
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basis. Our targeted cooperation aims to leverage our expertise to encourage that 
trend as we confront transnational problems together. 
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Questions for the Record Submitted to 
Deputy Secretary of State John Negroponte 
Representative Frank R. Wolf (#7) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 

March 6, 2008 


Question; 


Drug Trafficking Problem in Mexico 

Ninety percent of the cocaine entering the United States transits Mexico, 
Mexican drug traffickers are estimated to have received more than $13.8 
billion drug sales to the United States. How much of the $1 .4 billion Merida 
initiative would support on-going efforts by our Drug Enforcement 
Administration to help the Mexican Government counter these drug 
traffickers? Do you anticipate seeing a significant increase in violence as a 
result of this dramatic increase of military involvement in the civilian 
population? 

Answer: 


Funding from the Merida Initiative in both Fiscal Years 2008 and 
2009 will complement a variety of Drug Enforcement Administration (DEA) 
operations and programs already underway in Mexico. For example, there is 
over $180 million destined for the Mexican Secretariat of Public Safety 
(SSP) with which DEA works extensively. In addition, over $72 million for 
non-intrusive inspection equipment and assistance to the Mexican National 
Security and Investigation Center (CISEN) will support DEA programs and 
operations by enhancing Mexican interdiction capabilities and improving 
intelligence coordination and collection. 
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There are a number of other projects proposed under the Merida 
Initiative that will build a basis of support for DEA operations. Among 
these are support for vetted Mexican police units, asset forfeiture training, 
police professionalization, training in evidence preservation and extradition, 
support for the Mexican Office of the Attorney General’s (PGR) forensics 
lab, case tracking and data analysis software for the PGR, and improving the 
polygraphing capability of the SSP. Funding under these categories totals 
nearly $84 million for both fiscal years. 

We believe that the Merida Initiative will increase the capabilities of 
Mexican federal law enforcement agencies across the board to counter 
narcotics trafficking and transnational criminal groups in coordination with 
DEA and other USG agencies. 

The DEA participated in all interagency decisions during the 
formulation of the Merida Initiative; and was part of appropriate USG 
delegations and evaluation teams that met with their Mexican counterparts to 
validate the initial request from the Government of Mexico. 
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Question 

Do you anticipate seeing a significant increase in violence as a result of this 
dramatic increase of military involvement in the civilian population? 

Answer: 

There is the possibility that narcotics-related violence may continue or 
increase in the short term as major drug trafficking organizations (DTOs) 
engage in territorial disputes and continue to feel threatened by increased 
pressure from the Calderon Administration. However, we do not believe 
that this violence is attributable to the fact that the Mexican military is 
supporting civilian law enforcement operations. Rather, it is a manifestation 
of the success that these measures are having in squeezing the DTOs. 
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Questions for the Record Submitted to 
Deputy Secretary of State John Negroponte 
Representative Frank R. Wolf (#8) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 
March 6, 2008 


End-use monitoring 
Question: 

There is a significant corruption problem with many of the institutions including 
the police in Mexico. President Calderon has been using his military to confront 
drug traffickers. He has publicly stated that this is an interim step with longer term 
plans of transitioning this function to the civilian police What guarantees can you 
give us that that Mexican Government will use the funds appropriately? 

Answer: 


We are working in a number of ways to ensure appropriate use of the 
equipment and assistance we provide. To ensure that assistance is only provided to 
the intended recipients and for intended purposes, the Embassy will apply existing 
end-use monitoring systems and implement new systems as new programs are 
developed and expanded. These will allow the Narcotics Affairs Sections (NAS) 
in our Embassies in Mexico and the Central America countries to oversee the 
programs effectively. 

The NASes are supported in Washington by Bureau of International 
Narcotics and Law Enforcement Affairs (INL) subject and country experts, as well 
as budget and management experts. For example, INL regularly sends in-house 
experts to evaluate procedures and records at NAS operations throughout the 
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world, conducting Management Assessment Visits that review NAS policies and 
procedures for internal management controls, property management (including end 
use monitoring), contracting and procurement, financial management and human 
resources management. 

Each NAS monitors the condition and maintenance of equipment provided 
to a host government agency. They use this information to produce an End-Use 
Monitoring Report, which forms part of a comprehensive annual report to 
Congress. The State Department considers end-use monitoring one of the critical 
management tasks for which field offices are responsible. 

The Merida Initiative also will work to combat corruption through: 

• programs for police professionalization and training, including ethics and 
anti-corruption training, 

• an expansion of an existing Culture of Lawfulness project designed to 
develop public support for the rule of law; 

• assistance to the Office of the Attorney General (PGR) in establishing 
citizen complaint offices to provide a venue for the public to register 
complaints of malfeasance or abuse; and 

• strengthening both the PGR’s Office of Inspector General and the Secretariat 
of Public Safety’s (SSP) Office of Professional Responsibility, to improve 
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internal integrity mechanisms within the Mexican law enforcement 
community. 

The Initiative will also provide training for civil society NGOs to educate 
the general populace concerning their rights, responsibilities and recourse to 
redress grievances; and will encourage NGO participation on advisory boards to 
monitor the effectiveness of citizen complaint centers and internal oversight 
bodies. 

A variety of methods are utilized to vet Mexican law enforcement officials, 
including polygraphs and background checks. Some Mexican federal law 
enforcement agencies are using polygraphs as one aspect of a developing 
comprehensive vetting program to weed out corrupt officers. USG law 
enforcement agencies (LEAs) and the Embassy NAS are all helping train Mexican 
federal LEA personnel in administering polygraph examinations. 

SSP has announced plans to hire an additional 8,000 investigators, adding to 
an already existing federal police force of about 27,000. We understand that this 
additional capacity will allow all new recruits to undergo initial vetting, while all 
SSP personnel will be subject to periodic vetting. 
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Question for the Record Submitted to 
Deputy Secretary John Negroponte by 
Representative Frank R. Wolf (#9) 

House Committee on Appropriations 
Subcommittee on State and Foreign Operations 
March 6, 2008 


Question: 

Afghanistan Roads 

This subcommittee has already appropriated $1.6 billion to build roads in 
Afghanistan. You are requesting an additional $504 million for infrastructure 
building. How much are you requesting in the FY 2008 supplemental? What are 
you requesting for roads in FY 2009? What amount and percentage of the roads 
built in Afghanistan was paid for by Saudi Arabia? China? 

Answer: 


The positive, visible multiplier effect (security, economic growth, 
employment, goodwill, counter-narcotic benefits) of roads continues to make this 
program one of the most important and effective development sectors in which we 
are working in Afghanistan. Roads provide instant jobs and support governance 
objectives by allowing officials to reach out to constituents. Roads are the key to 
changing economic disparities between rural-urban areas. And roads are an 
extremely effective counter-insurgency tool. 

In our Fiscal Year 2008 supplemental request, we have requested $504 
million for infrastructure, divided into funding for roads ($329 million) and power 
($175 million). In the Fiscal Year 2009 base, we have requested an additional 
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$147 million for infrastructure, but have not yet finalized the exact allocation 
between roads and power. 

Saudi Arabia contributed $52 million to the Kandahar-Herat portion of the 
Ring Road, which was used to build 1 16 kilometers. While Saudi Arabia provided 
the financing, the construction of this section was managed by USAID. This 
section was completed in December 2006. Saudi Arabia may also be considering 
additional assistance for road-building projects. 

China has not provided any bilateral funding for road-building in 
Afghanistan, but Chinese companies have won contracts financed by other donors 
and participated in several provincial road projects around the country. 

Other donors that have provided funding for roads include Japan, the Asian 
Development Bank, India, Iran, Italy, Pakistan, and the World Bank. 
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Questions for the Record Submitted to 
Deputy Secretary John Negroponte 
Representative Frank R. Wolf (#10) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 
March 6, 2008 


Afghanistan Health 
Question: 

Please provide details on the overall funding for basic and advanced health 
programs in Afghanistan from 2005 through the FY 2009. 

Answer: 

In a country where one in five children die before the age of five and the life 
expectancy is only 45 years, the U.S. Government has identified health as one of 
its critical target areas for development assistance. From Fiscal Year 2001 to 
Fiscal Year 2008, the United States has provided more than $516 million to 
support health programs in Afghanistan. As a result of U.S. efforts, more than 
seven million people in 13 provinces targeted by U.S. Agency for International 
Development have better access to quality healthcare. 


With a prioritized focus on basic health care for rural communities, 
particularly women and children, the United States takes a comprehensive 
approach to health in Afghanistan. Programs range from constructing and 
rehabilitating health clinics to expand the reach of health services, training 
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community health workers and midwives to improve the quality of health care, 
providing vaccines, supporting immunization delivery, and working within the 
Ministry of Health to improve the capacity of the Afghan government to deliver 
health care. Improving the ability of the government to deliver basic health 
services at the district level is crucial to improving public confidence in the 
government and in turn weakening the insurgency. 

These efforts have yielded tremendous success. Overall, 7.2 million people 
have improved access to basic health services and 670 health clinics have been 
constructed and renovated. The U.S. Agency for International Development has 
trained over 10,600 community health workers, from whom about 230,000 patients 
have received treatment and counseling monthly. Almost 70 percent of the 
patients are women and children. In addition, over seven million Afghan children 
each year receive the Oral Polio Vaccination. 
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As part of our overall effort to improve the Government of Afghanistan’s 
ability to provide basic services to its people, the U.S. Government is requesting 
$25 million in the Fiscal Year 2008 Supplemental and $57 million in the Fiscal 
Year 2009 base request to expand our health activities, particularly on the 
Afghanistan-Pakistan border. The requested supplemental funding will provide 
both construction of basic health clinics and health sub-centers (approximately 
$1 1.5 million) and training of community health workers and midwives 
(approximately $13.5 million). Trained workers will be deployed to areas of 
extreme need. 

The Fiscal Year 2009 request will also support programs that focus on 
improving the health of women of reproductive age and children under five, 
augmenting reproductive health care service delivery, preventing HIV/AIDS and 
tuberculosis, increasing access to quality health care services, and enabling 
individuals, families and communities to protect their health. In addition. Fiscal 
Year 2009 programs will expand health care accessibility and quality by expanding 
health service delivery, training community health workers, and constructing and 
rehabilitating health facilities. The U.S. Government will also continue to build 
the Government of Afghanistan’s capacity within the Ministry of Public Health. 
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Questions for the Record Submitted to 
Deputy Secretary of State John Negroponte 
Representative Frank R. Wolf (#11) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 

March 6, 2008 


Question : 

The Congress has provided billions of dollars for rebuilding projects in 
Afghanistan. According to U.S. government estimates, 87 percent of the 
world’s opium comes from Afghanistan. You are requesting another $839M 
for Afghanistan in the supplemental. How much of these funds will be 
dedicated to stopping poppy eradication? 

Answer : 

The Bureau for International Narcotics and Law Enforcement Affairs 
(INL) at the U.S. Department of State leads the U.S. Government’s efforts to 
counter all aspects of the narcotics industry in Afghanistan. INL received 
over $204 million from Congress in FY 2008, to pursue the objectives laid 
out in the U.S. Government’s five pillar countemarcotics strategy, consisting 
of public information, alternative development, eradication, interdiction, and 
law enforcement/justice reform components. None of the $839 million in 
FY 2008 supplemental funding is intended to directly support INL’s 
Afghanistan countemarcotics programs. However, supplemental funding 
will be dedicated toward improving governance and economic development 
at the provincial and district levels. While these funds are not directed to 
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countemarcotics, per se, they will serve to build the capacity and political 
will of the Afghan officials working on the front lines of the fight against 
narcotics. 
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Questions for the Record Submitted to 
Deputy Secretary of State John Negroponte 
Representative Frank R. Wolf (#12a) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 

March 6, 2008 


Question: 

Afghanistan Embassy Housing Request of S160M 

The President's Fiscal Year 2008 supplemental request includes $160 
million for housing construction on the U.S. Embassy in Kabul, 
Afghanistan. This represents an increase of 73 percent increase above the 
$228M already appropriated for the Kabul New Embassy Compound. 

Has the Department concluded that permanent housing is preferable to 
housing in temporary trailers? 

Answer: 


Yes; permanent housing in apartments has been an enormous 
improvement over trailer or “hooch” housing. The temporary trailers do not 
provide blast protection for the occupants while the existing permanent staff 
housing is blast resistant. Morale has suffered at post due to this housing 
disparity. The new housing will be built to blast resistant standards. 
Question: 

How and when did it become known to the Department that the plan 
presented to Congress for the USG diplomatic platform in Kabul was 
insufficient? 
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Answer: 

Construction of the current permanent housing began in 2004. Since 
then, Embassy Kabul has grown rapidly and its staff now exceeds original 
projections. With these staffing increases and new security requirements, it 
became evident that the initial plan was insufficient. The planned addition 
of 220 apartments and 80 temporary duty quarters is needed to provide 
secure housing for the right-sized staff numbers projected through FY 2012. 

Question: 

Has the construction of the “temporary” housing been completed, and if so, 
when? 

Answer: 

The last round of temporary housing purchases was completed in June 

2006. 

Question: 

How many people are currently in “temporary” housing, and what is the plan 
for “permanent” housing occupancy. Please include tenants and timeline. 

Answer: 

There are currently 108 permanently assigned employees in 
“temporary” housing. At any one time, there are also between 90 and 95 
temporary duty employees in the same type of housing. Tenants of the 
“permanent” housing will be Department of State, including Regional 



722 


Affairs, employees; USAID employees; and those assigned from the 
Department of Justice. Assuming funds are available in FY2008, the first 
phase of housing construction will take place between June 2009 and July 
2011. The second phase of construction will take place between July 2011 
and April 2014. While one contract will be issued, the housing must be built 
in phases since almost all available land is currently occupied with 
temporary structures. 
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Questions for the Record Submitted to 
Deputy Secretary John Negroponte 
Representative Frank R. Wolf (#12b) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 
March 6, 2008 


Question : 

What is the near-term and long-term staffing plan for the U.S. Embassy in Kabul, 
Afghanistan? 

Answer : 

Afghanistan is a critical foreign policy priority, and staffing of our posts 
there is of great importance to the Department. State Department employees have 
risen to the challenge each year, volunteering to serve in Kabul and the Provincial 
Reconstruction Teams (PRTs) in Afghanistan, as well as in the many other 
unaccompanied posts worldwide. 

The current staffing level for Kabul consists of 307 U.S. direct-hire desk 
positions; 1 1 U.S. non-desk positions; 315 Locally Employed Staff desk positions; 
and 177 Locally Employed Staff non-desk positions for a total of 810. 

The most current estimate for long-term staffing in Kabul through 2012 is as 
follows: 368 U.S. direct-hire desk positions; 1 1 U.S. non-desk positions; 360 
Locally Employed Staff desk positions and 1 63 Locally Employed Staff non-desk 
positions for a total of 902. 

Of the 81 Foreign Service positions in Afghanistan which will turn over in 
summer 2008, 77 positions have been filled, including 55 jobs in Kabul and 22 
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jobs in PRTs. Four positions - two in Kabul and two at Provincial Reconstruction 
Teams (PRTs) - remain unassigned to Foreign Service bidders. We continue to 
recruit actively for those vacancies. 
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Questions for the Record Submitted to 
Deputy Secretary Negroponte by 
Representative Frank R. Wolf (#13) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations 
March 6, 2008 

Question : 

You are requesting $75 million to bolster Iraq’s rule of law, including 
training and security forjudges and program support from major crime task 
forces. In addition, you are requesting $20 million in Non-proliferation, 
Anti-terrorism, and De-mining (NADR) programs, of which $16 million is 
for humanitarian de-mining. In relation to the requests for Iraq, how do you 
prioritize this request? 

Answer: 


Both of these sets of programs are essential elements of the 
President’s Fiscal Year 2009 base budget request and of our civilian 
assistance to Iraq. Establishing the rule of law in Iraq is a prerequisite to 
improved security and economic growth, and doing so will require 
strengthening the effectiveness and efficiency of Iraq’s judicial and law 
enforcement institutions. Mitigating the presence of explosive remnants of 
war (mainly from the Iran-Iraq war) and improving Iraq’s counter-terrorism 
capacities are also essential to Iraq’s security. The de-mining program is 
important to support economic development, in that land must first be 
cleared of mines before it can be developed for business or agriculture. The 
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number of accidents resulting from this ordnance makes de-mining a high 
priority for humanitarian reasons as well. 

Rule of Law 

Continued USG assistance is vital to ensuring that Iraq develops 
judicial and law-enforcement institutions that are independent and effective. 
The credibility of these institutions is vital to strengthening public 
confidence in the judicial system, so that citizens turn to their courts to 
resolve disputes, not militias or extra-legal means. We believe that all of the 
proposed activities are important to firmly establishing stability and the rule 
of law, and that U.S. funding will be necessary to ensure that they take 
place. 


The requested $75 million in INCLE funding would support advisors 
from the Departments of State and Justice working with and providing 
advice within a variety of Iraqi institutions. These advisors will continue to 
provide training to help Iraqi judges, prosecutors, and court officials manage 
caseloads more efficiently, coordinate more thoroughly with their peers, 
investigate crimes more effectively, and detain criminals more humanely. 
Some advisors will work within Provincial Reconstruction Teams with a 


specific focus on judicial capacity at the provincial level. Because security 
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remains problematic in many parts of Iraq, the requested funds would also 
support efforts to secure courtrooms, judicial personnel, and witnesses in 
high-profile cases. 

Demining and Counter-Terrorism 

Iraq is severely afflicted by mines and unexploded ordnance (UXO) 
from decades of war, particularly from the Iran-Iraq conflict. Removing 
these explosive remnants of war pays security, economic, and humanitarian 
dividends by reducing danger to soldiers from Coalition forces, reducing 
insurgent access to deadly munitions, restoring the usefulness of lands 
needed for agriculture or hydrocarbon extraction, and improving public 
safety. 


The requested $16 million in foreign assistance funds will enable the 
U.S. Government to continue to support de-mining and UXO clearance 
operations. Clearance operations will continue to be carried out in Central 
and Southern Iraq by an indigenous Iraqi de-mining non-governmental 
organization, and by in northern Iraq by two international mine action 
NGOs. These operations are successfully clearing and releasing vast areas 
of Iraq from mines and UXO while building indigenous Iraqi capacity. 
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Additionally, funds will be used to support the Iraqi government’s National 
Mine Action Authority to manage and direct de-mining and UXO clearance 
throughout Iraq. Iraqi provinces have already begun identifying potential 
funds to support these operations in the future. The efforts to build a 
National Mine Action Authority are similar to approaches the Department 
takes in providing support to other countries receiving foreign assistance 
funds for de-mining. 

The remaining $4 million of the requested NADR funds will support 
important programs designed to strengthen Iraq’s counter-terrorism capacity. 
These activities include training and other assistance to address Iraq’s 
vulnerabilities to terrorist financing and improve Iraq’s ability to identify 
suspect persons attempting to enter or leave the country. 


Question: 

You are requesting $40m for an Iraq-American Enterprise Fund to address 
critical lack of access to capital and know-how that is preventing Iraqi 
entrepreneurs from forming companies. In comparison, in 1989, the 
Congress appropriated $240m for Poland and $60M for Hungary. On 
balance these Funds were successful. Can you compare those Funds to the 
new fund you are proposing for Iraq? The economic and security situations 
are very different. What confidence do you have of the viability of this 
effort? Are other donors interested in donating to this fund? 
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Answer : 

Enterprise Funds (EFs) invest in small and medium-sized enterprises 
(SMEs), support critical sectors (such as finance, telecoms and 
construction), and provide technical assistance. Iraq is in need of all three. 
An Iraqi-American Enterprise Fund (IAEF) will catalyze investment in Iraq, 
promote entrepreneurial activity, diversify the economy, generate 
employment, and create a solid economic foundation that boosts political 
reconciliation and security. 

EFs have a proven track record of success, though some have been 
more successful than others. Congress in the 1990s authorized $1.1 billion 
to finance 10 funds that have improved the economic conditions for 364 
million people in 18 countries throughout Central Europe, Eastern Europe, 
and Central Asia. At the end of Fiscal Year 2006, total capital in these funds 
was 26 percent above the capital originally invested. The funds in Poland 
and Hungary are two prime examples of the successful application of this 
model; these funds were able to return, respectively, $120 million and $5 
million in capital to the U.S. Treasury. As in Poland and Hungary, the IAEF 
is designed to fill a critical void by accelerating the development of a strong 
private sector. We believe that the IAEF would be similarly successful. 
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Critically important to their success is that these enterprise funds tailored 
their different programs to local conditions. Activities included equity 
investments, loan programs, micro-loans, mortgage programs, and technical 
assistance. This lesson learned of adapting programs to country-specific 
circumstances highlights the need for sound management and host 
government support. We plan on replicating this design in the case of Iraq. 

At the same time, there are a number of similarities between Poland 
and Hungary’s transition economies during the early 1990s and that of Iraq 
today. They share new legal regimes and regulatory structures, an emerging 
entrepreneurial class, and the transition away from a command economy to a 
free market. Security is a concern in Iraq, but in many places commercial 
activity has resumed; investments would take place where the security 
environment permits profitable activity. 

The IAEF would be initially funded with U.S. resources. U.S. 
participation signals that the Fund uses industry best practices and expertise, 
which can catalyze investment of other public funds in the IAEF and of 
private funds more generally in Iraq. Furthermore, U.S. participation 
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provides political cover so that the IAEF can more easily navigate regulatory 
hurdles, and helps avoid corruption and sectarianism driving investment 
allocations. 

U.S. participation also could draw other regional players, such as the 
Gulf States, to join in the fund; these States likely would initially be cautious 
about contributing to an Iraq-led fund. Arab funds and International 
Compact for Iraq (ICI) partners could then play a role in helping finance 
some of the start-up funds and providing additional investment and 
development funds. On a per-deal basis, local, regional, and international 
private investment funds could also be leveraged, as has been done with 
earlier enterprise funds. We have already received indications of interest 
from the business sector in joining such an effort. Foreign investors will 
participate, not only in the developmental stages of the fund, but also 
through purchasing shares in firms that received investment from the IAEF 
as the IAEF exits the market, per the practice of previous enterprise funds. 



732 


Questions for the Record Submitted to 
Deputy Secretary of State John Negroponte by 
Representative Betty McCollum (#1) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 

March 6, 2008 


While I am thankful the Administration has come forward with a robust 
request to combat the very serious threat of transnational crime in Mexico 
and Central America, I have questions regarding the allocation of those 
funds. 

Criminal youth gangs, whether they are in the U.S. or in Central America, 
are security issues emanating from social and economic problems. In 
Central America, poverty, absent parents and other factors have fueled the 
rise in gang membership and violent, criminal gang activity. A long-term 
approach would target significant resources on these root causes of gang 
activity. Ultimately, gangs are ultimately a development challenge. 

Of the $550 million proposed package, I’ve seen figures as low as $5 million 
to $7 million targeted for gang prevention activities. A strategy that invests 
only one percent in gang prevention while spending ninety-nine percent on 
reactive measures will fail to provide long-term solutions. 

Question: 

Mr. Secretary, how much funding is the Administration requesting 
specifically for gang prevention activities in Central America? How much 
for Mexico? 

a) To help us put that number in perspective, how much is proposed in this 
package for helicopters for Mexico? 

b) Of the funding allocated for gang prevention, what specific programs will 
be funded? 


c) What is the proposed distribution of these funds among the Central 
American countries? 
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Question jj 

Mr. Secretary, how much funding is the Administration requesting 
specifically for gang prevention activities in Central America? How much 
for Mexico? 

Answer : 

The Merida Initiative was designed as a regional approach to combat 
the very serious threat of transnational crime in Mexico and Central 
America. Specifically, the Central America portion of the request seeks to 
respond directly to the three principal threats the Central American 
governments identified at the inaugural meeting of the U.S. - Central 
American Integration System (SICA) Dialogue on Security in July 2007 - 
gangs, drug trafficking, and illicit trafficking of arms. Recognizing that 
there are various institutional, social, and economic factors that contribute to 
criminal gang activity, the Administration’s FY 2008 supplemental request 
of $50 million for Central America includes approximately $21.8 million for 
public security, law enforcement, and institution building programs. Of the 
$21.8 million, roughly $12.6 million has been requested specifically for 
implementation of the U.S. Strategy to Combat Criminal Gangs from 
Mexico and Central America and includes $5 million to enhance the 
Transnational Anti-Gang (TAG) Program and $5 million for community 
action programs in Central America. The request also includes $7.7 million 
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for systemic improvements to justice sector institutions and $1.5 million for 
the Central American Fingerprint Exploitation (CAFE) Initiative, which will 
improve these countries’ ability to track and prosecute criminal gang 
members. We would seek to build on these programs through additional 
funding in FY 2009. 

For Mexico, the Administration has requested approximately $500 
million of which $60.7 million will be used for institution building and rule 
of law programs. Of the $60.7 million, $3 million will assist Mexico to 
improve the ability of its prison system to more effectively manage violent 
offenders and members of gangs and criminal networks and to separate 
vulnerable youth from criminal gang leaders. Additionally, the request 
includes $2 million for upgrading the capabilities of vetted units that 
cooperate with USG law enforcement agencies to address gangs, organized 
crime and money laundering. 
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Question la: 

a) To help us put that number in perspective, how much is proposed in this 
package for helicopters for Mexico? 

Answer: 

The Administration has requested $104 million in the FY 2008 
Supplemental to provide the Mexican Air Force (SEDENA) with eight Bell 
Flelicopter (BH) 412 EP medium-lift utility helicopters to support 
countemarcotics and counterterrorism missions. This amount will include 
training, maintenance, and spare parts for two years. These helicopters, 
together with the four BH 412 helicopters the Mexican Air Force has on 
hand, will give the Mexican Air Force a complete squadron that can provide 
mobility to rapid reaction forces. 
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Question lb: 

b) Of the funding allocated for gang prevention, what specific programs will 
be funded? 

Answer: 

The USG-approved anti-gang strategy identified and established five 
program elements. The prevention element, essential to a balanced and 
effective approach, has seven lines of action with activities informed by the 
Central America and Mexico Gang Assessment conducted by USAID in 
April 2006. 

The programs funded as part of the Merida Initiative are designed to 
complement ongoing gang prevention activities such as community-based 
drug treatment and crime prevention, job skills training, support for at-risk 
youth, and juvenile justice sector reform. For example, the Central America 
Gang Prevention program would increase security by providing thousands of 
at-risk youth in targeted urban “hot spots” with positive education, training, 
and job opportunities, thereby reducing gang recruitment, crime, and 
violence in the region. The program would also build the capacity of 
communities and governments to prevent gang recruitment and enhance law 
enforcement efforts. These programs support the prevention pillar of the 
U.S. Strategy to Combat Gangs. 
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Small grants will be provided to sub-national governments and NGOs 
to leverage funds from churches and businesses to develop innovative, 
community specific responses for at-risk youth and gang prevention. The 
types of programs to be developed under the block grant approach include: 

• Targeted Education for At-Risk Youth: basic/secondary 
education to at-risk youth in gang hotspots in peri-urban areas; 
scholarships for at-risk youth to stay in school; after-school and 
community outreach programs 

• Vocational Training: market-driven youth training 
opportunities in key urban hot spots 

• Job Creation: micro-credit and micro-enterprise training and 
mentoring, as well as partnerships with the private sector, 
including business associations and small- and micro-enterprise 
support organizations, to place at-risk youth in apprenticeship 
and jobs 

Funding for this activity will concentrate on the countries identified in 
the USAID gangs assessment and the interagency anti-gang strategy as 
having the highest need for gang prevention activities. The funding 
distribution will be as follows: El Salvador - $2.0 million; Honduras -$1.5 
million; and Guatemala -$1.5 million. Block grants will average 
approximately $100,000 each. 
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The Transnational Anti-Gang (TAG) units will also provide technical 
expertise and specialized equipment such as computers, software, protective 
gear and radios to law enforcement agencies in Guatemala and Honduras 
and augment their investigative and operational capabilities. Funding will 
also support the temporary deployment of FBI agents to Guatemala and 
Honduras, extending the technical assistance and training already provided 
to El Salvador. 

Additionally, approximately $3.7 million in the FY 08 supplemental 
package would be dedicated to prison management, which includes 
implementing a gang management program to reduce significantly gang 
leaders’ influence both inside the prison and in the community, with a 
special emphasis on vulnerable incarcerated youth. Improved prison 
management techniques, such as separating out youthful offenders, will 
protect them from pressures to become violent members of gangs and 
provide opportunities for rehabilitation. 

In Mexico, the Secretariat of Public Security (SSP) is establishing or 
upgrading the capabilities of specific vetted units that cooperate with USG 
law enforcement agencies to address gangs, organized crime and money 
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laundering. Expanded information-sharing between Mexico, the United 
States, and relevant Central American countries will be a key component of 
this program. The USG is already assisting Mexico’s Secretariat of Public 
Security's (SSP) efforts to bring in new recruits to populate existing units. 
The anti-gang vetted unit is especially important due to the transnational 
activities of major gangs, which once mainly operated in large U.S. cities 
and Central America, but are now extending their influence to Mexico. The 
money laundering unit will support the newly broadened bilateral tactical 
cooperation in that area. The organized crime unit will focus on the 
international arms trafficking that supplies Mexican cartels. Funds for this 
program will be used to ensure that these new and existing vetted units 
receive professional training, equipment, and other forms of support. 
Purchases may include such items as communications systems, protective 
gear, computers, vehicles, and specialized investigative devices (e.g., 
cameras and tracking equipment). 
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Question lc: 

c) What is the proposed distribution of these funds among the Central 
American countries? 

Answer: 

The proposed funding distribution for implementation of the U.S. 
Gang Strategy would be as follows: El Salvador - $2.76 million ($2 million 
directly for prevention activities); Honduras - $4.76 million ($1.5 million for 
prevention); and Guatemala - $4.76 million ($1.5 million for prevention). 
Additionally, approximately $252,000 in regional funding is designated for 
to support the diplomacy pillar of the Strategy. 

Prison Management monies would be distributed as follows: 

Belize: $450,000 
Costa Rica: $413,000 
El Salvador: $650,000 
Guatemala: $550,000 
Honduras: $550,000 
Nicaragua: $550,000 
Panama: $550,000 

Finally, an additional $1 million has been allotted to support anti-gang 
community policing activities in Guatemala. 
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FISCAL YEAR 2009 INTERNATIONAL AFFAIRS BUDGET 

REQUEST 

WITNESS 

HON. CONDOLEEZZA RICE, SECRETARY OF STATE 

Chairwoman Lowey’s Opening Statement 

Mrs. Lowey. Good morning. Madam Secretary, I am delighted to 
welcome you to our committee. And I want to advise you that there 
may be some procedural votes unless Chairman Lewis can do some- 
thing about it. So we may be interrupted. But we will begin. 

I want to welcome Secretary Rice to the Subcommittee on State, 
Foreign Operations, and Related Programs hearing on the Presi- 
dent’s Fiscal Year 2009 International Affairs Budget Request. I be- 
lieve this might be your last hearing before this subcommittee as 
Secretary of State. I have commented many times that your endur- 
ance is remarkable. And I want to thank you on behalf of the com- 
mittee for your service to our country. 

Madam Secretary, I commend you for a budget request that 
seeks to strengthen our diplomatic and development corps, the 
heart and sole of our foreign policy, and expand assistance that ad- 
vances American interests and projects American values around 
the world. You are seeking a total of 38.3 billion dollars in funding 
for State Department operations and foreign assistance funds with- 
in the jurisdiction of this subcommittee, an increase of 2.8 billion, 
or 8 percent over what Congress appropriated in fiscal year 2008. 

I strongly support the increased international affairs request as 
well as increased funding for the development assistance account 
which funds programs like basic education. However, I am dis- 
appointed by proposed cuts for essential programs such as family 
planning and child and maternal health, and also the significant 
shortfall in humanitarian assistance in the President’s request and 
the serious cut to U.N. peacekeeping are also of great concern to 
me. 

It seems the Administration finally recognized the need to 
strengthen USAID, the agency with primary responsibility for our 
foreign assistance programs. However, the proliferation of pro- 
grams and authority related to foreign assistance outside of USAID 
has created a disjointed and uncoordinated approach to foreign aid. 
The civilian stabilization initiative is the latest in a long line of ini- 
tiatives which the Administration has chosen to house in the State 
Department rather than USAID. Yet USAID has the primary re- 
sponsibility for providing humanitarian and post-conflict recon- 
struction assistance. With the State Department increasingly en- 
gaged in running aid programs is anyone left to do the work of di- 
plomacy? 


(741) 
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I would also like your thoughts on the expanding role of the mili- 
tary in providing aid, often without adequate direction and coordi- 
nation with USAID. Additionally, I remain concerned that too 
much of our assistance, especially in Africa, is governed by presi- 
dential initiatives that are not part of the country planning process 
originating in the field. This initiative-based approach has pre- 
vented, in my judgment, a more integrated and comprehensive as- 
sistance strategy to advance broad development and political gov- 
ernance objectives. The recent violence in Kenya and the political 
impasse there point to one of the shortcomings in our assistance. 
I know that this is the region you care so deeply about and I com- 
mend you for personally engaging to help resolve the Kenya crisis 
but I would like to hear from you on how, if possible, we can pre- 
vent or at least work hard to prevent such crises. 

Let me now touch upon a few regional programmatic and policy 
concerns. While we are seeing some political progress in the DRC 
and Northern Uganda I am far less hopeful about the prospects for 
Darfur, particularly without a more robust deployment of UNIMED 
and a revitalized Darfur peace process. The Khartoum govern- 
ment’s continued obstruction of this force and failure to fully imple- 
ment the comprehensive peace agreement threaten to throw Sudan 
back into civil war. While the President has declared this genocide 
and spoken out against it I urge you to engage in more forceful di- 
plomacy with nations such as China, South Africa and Indonesia 
that have often opposed strong U.N. Security Council resolutions 
and to engage with true contributing nations to do their part. 

It is unconscionable that this genocide continues after four years. 
And I urge you and the President and all of the Cabinet secretaries 
to speak of it daily and address it in all meetings with foreign gov- 
ernments. 

In Latin America, and I know you are heading there today or to- 
morrow, while I note the robust funding you are seeking for the 
Merida Initiative, I am concerned that it does too little overall for 
Central America. Once again it seeks to combat the drug problem 
without addressing the underlying economic and societal issues 
that are exacerbating a surge in narcotics and other illegal traf- 
ficking. 

In South Asia we are reaping the grim rewards of decades of a 
shortsighted policy. For too many years with too many administra- 
tions U.S. policy towards Pakistan was focused on short-term secu- 
rity interests, neglecting the long-term needs of building civil soci- 
ety, empowering and educating women and girls, and developing 
democratic institutions. In the process we have advanced neither 
security nor stability, as evidenced by the escalating terrorist vio- 
lence in Pakistan today. 

While I certainly recognize and have supported the important se- 
curity relationship between the United States and Pakistan, for too 
long our economic assistance has primarily been in the form of 
budget support. I am convinced that in order to achieve a more sta- 
ble Pakistan the United States must engage more broadly with the 
Pakistani people. I am pleased that the fiscal year 2009 request for 
Pakistan moves away from budget and I hope it will lead to a more 
balanced relations with Pakistan. 
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In Afghanistan, as I mentioned last week for Deputy Secretary 
Negroponte, I fear that we are losing the window of international 
consensus and commitment to help the country gain a strong foot- 
hold on its long climb out of conflict. Donor fatigue is resulting in 
fewer donors fulfilling their pledges, yet we cannot afford to fail 
again in Afghanistan. I understand that there is some encouraging 
preliminary indications that a more robust alternative development 
strategy, combined with aggressive counternarcotics enforcement 
and interdiction, is starting to bear fruit. While we have yet to see 
evidence of that in the annual U.N. Drug Report, I hope that we 
can build upon and expand successful programs. 

Finally, I know you are just returning from a trip to the Middle 
East. I look forward to hearing your assessment of the current situ- 
ation in Gaza and your discussions with President Abbas and with 
Prime Minister Fayad. As you know, I placed a hold on the $150 
million in cash transfer assistance to the P.A. because of specific 
process requirements that had not been fulfilled by the State De- 
partment and USAID, specifically, receiving a copy of the memo- 
randum of agreement that would govern the disbursement of these 
funds, and a certification that the conditions included in the ESF 
section of the fiscal year 2008 fill has been met. 

I also expressed concern about President Abbas’ commitment to 
peace in light of his recent comments. I have since received a copy 
of the draft memorandum of agreement and your assurance that 
the Palestinian leadership is committed to peace with Israel. While 
I must say I remain skeptical about the political will of the Pales- 
tinian leadership that all too often lapses into inflammatory rhet- 
oric that belies their stated commitment to peace, I want no one 
to doubt the commitment of the United States to pursue peace 
when Prime Minister Olmert and President Abbas have once again 
publicly affirmed their commitment to the peace process. Based on 
these events I lifted the hold on $100 million in cash transfer as- 
sistance. 

Madam Secretary, I have maintained a hold on the additional 
$50 million pending a certification that I understand is forth- 
coming. 

Madam Secretary, in closing I must say I was disturbed to hear 
Deputy Secretary Negroponte defer repeatedly to General Petraeus 
and Ambassador Crocker in response to questions from this com- 
mittee on the status of training of Iraqi security forces. The transi- 
tion from a military-led to a civilian-led reconstruction and sta- 
bilization effort and State Department planning for a U.S. diplo- 
matic and development presence in a post-military environment, I 
do appreciate that Ambassador Crocker and General Petreaus are 
our diplomatic and military field commanders; however, is the 
State Department not responsible for orchestrating our foreign pol- 
icy? 

Madam Secretary, as always, you have a full plate. And I am 
sure that my colleagues are delighted that I did not cover the rest 
of the world. I know that recent events in Serbia and Armenia 
have added to your challenges. I look forward to your testimony. 
But before I turn to you let me turn to the ranking member Mr. 
Frank Wolf for any comments he may wish to make. 
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Mr. Wolf’s Opening Remarks 

Mr. Wolf. Thank you, Madam Chairwoman. 

Madam Secretary, I welcome you. Thank you for your service and 
thank those in the State Department who have served around the 
world, and thank their families. I have a number of questions but 
in the interest to save time I will just submit the statement for the 
record and welcome. 

I yield back. Thank you. 

Mrs. Lowey. Thank you. And again welcome, Madam Secretary. 
On behalf of the committee we urge you to proceed and, of course, 
your whole statement will be placed in the record so proceed as you 
wish. Thank you. 

Secretary Rice’s Opening Statement 

Secretary Rice. Thank you very much. And I would like to thank 
you, Madam Chairwoman, and I would like to thank the com- 
mittee. This indeed is my last appearance before you as Secretary 
of State to discuss the President’s 2009 budget request and also to 
discuss in any way that you would like the foreign policy chal- 
lenges that we face to which that budget request is applicable. 

I want you to know that I really do appreciate the spirit with 
which this committee has worked with me. We have achieved a lot. 
We have not always agreed. But I believe that the work that we 
have done together has served the country well. And it indeed has 
been a quite momentous time. You have made it possible for the 
State Department to engage in transformational diplomacy by 
being willing to support new positions. And, indeed, as you know 
the President has made a significant request this time for nearly 
1,100 new diplomats, foreign service officers, and 300 USAID per- 
sonnel. We believe that after all the work that we have done to 
reposition personnel to more important places, not more important 
places but places that are in need of our efforts, that it is time to 
significantly expand the capabilities of our diplomatic corps and 
USAID. And I ask your support for this initiative because I think 
it will be very important and an important ground work that we 
can leave to our successors. 

Many of you have also been very supportive of the efforts that 
we are making to make the State Department more responsive to 
the kinds of crises that we now face through the civilian response. 
And you mentioned, Madam Chairwoman, that it is lodged in the 
State Department. That is right. But what the President has done 
is to give the State Department interagency responsibility. And 
that is because we believe that it needs to be under the general di- 
rection of American foreign policy and, therefore, under the Sec- 
retary of State. But I can assure you that the efforts of USAID, the 
Defense Department, and indeed others, would be coordinated 
through that effort. 

You have also helped us with matters of increasing security 
needs, our facilities’ needs to increase our efforts in public diplo- 
macy and exchanges, something that I first said to this committee 
that we wanted to be able to do, and we continue to increase our 
efforts there. We have in this period of time we have doubled for- 
eign assistance to Latin America, we have quadrupled it for Africa, 
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we have increased it three times worldwide. I think it is really a 
record that we can be proud of, and that is a record that we can 
be proud of together because without you it would not have hap- 
pened. 

We of course are engaged in a number of high priority foreign 
policy items. And I am sure we will have a chance to talk about 
those. But I would just like to ask you in addition to looking at the 
2009 budget request to act quickly on the balance of the 2008 glob- 
al war on terror supplemental, very important to our near term op- 
erating and foreign assistance efforts in Iraq and Afghanistan, in 
Pakistan, in places that are really at the front line in the war on 
terror. And I ask your support for that effort. 

I have a longer statement, Madam Chairwoman, but in the inter- 
est of being able to really engage I would ask that the longer state- 
ment be placed for the record and I can now take your questions. 

[The information follows:] 
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Madam Chairwoman, Representative Wolf, Members of the Committee: 

Thank you for this opportunity to appear before the Committee today in 
support of the President’s FY 2009 international affairs budget request, and to 
discuss our nation’s foreign policy priorities. As you know, this is the last budget I 
wi ll present to you in my capacity as Secretary of State. 1 want to take this 
occasion to thank the Committee, and especially the Chairman and Ranking 
Member, for their support atul cooperation on many of the issues we addressed 
here in the past three years, and to let you know that this Administration is 
committed to a vigorous foreign policy during our remaining eleven months. We 
have many critical issues before us and we intend to press forward our national 
interests on all fronts. 1 look forward to working with the Committee to do just 
that. 

1 would like to take a moment to ask you to act quickly on the balance of 
funding requested in the FY 2008 Global War on Terror Supplemental. These 
additional resources arc critical to the Department’s continued diplomatic 
operations in Iraq. The Supplemental also addresses critical security and 
construction requirements in Afghanistan, support for international organizations 
functioning in Iraq and Afghanistan, and peacekeeping missions in Darfur as well 
as other urgent: humanitarian and foreign assistance efforts. This funding is 
necessary to our on-going diplomatic mission and I ask for your support. 


FY 2009 State Operations Request 
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Let me begin by discussing our request for Department of State operations. 
This request funds the platform on which we build our foreign policy activities, 
including diplomacy and foreign assistance, around the world. 

The FY 2009 budget for Department of State Operations totals SI 1 .456 
billion. These funds will significantly strengthen the core programming, policy, 
and management capabilities of the Department which are necessary to carry out 
vital U.S. diplomatic and consular relations with more than 1 80 countries. They 
will also support strategic U.S. engagement abroad through public diplomacy and 
multilateral diplomacy. 

Diplomatic Solutions to National Security Issues 

The request provides S3. 806 billion to increase the capacity of American 
diplomacy to meet challenges to U.S. national security and welfare in the 
international arena where power is defined increasingly in economic and financial 
terms and where transnational threats like terrorism, disease, and drug trafficking 
have become urgent. The requested funding will strengthen the global operating 
platform for the U.S. Government and arid 1095 new positions. These new 
positions will allow us to expand training in much-needed skills, including in 
critical foreign languages. The positions will also increase the number of Political 
Advisors to the military combatant commends, enhance interagency collaboration, 
and allow Department employees to lake advantage of interagency development 
and training opportunities. Increased interagency cooperation is a valuable means 
to advance our diplomacy, but we need sufficient numbers of trained personnel to 
execute complex, coordinated efforts abroad. Building the Department’s capacity 
to Fill this role is my highest priority and I ask for your strong support. 

The request also includes funding, as in previous years, for Foreign Service 
Compensation Reform, which would eliminate the pay disincentive caused by the 



749 


- 3 - 

loss of locality pay upon transfer to foreign assignments. When the government 
instituted locality pay in the 1990s. it did not include Foreign Service employees 
working abroad. As a result, when officers transfer to overseas assignments, they 
lose the locality portion of their pay. With the Washington D.C, rate now equal to 
approximately over 20% of employee compensation, this loss severely undermines 
the salaries of officers assigned abroad. Moreover, (his sizable and growing 
disincentive undermines our ability to attract talent and reward sacrifice. 

Diplomacy is a difficult, sometimes dangerous business, and the sacrifices made by 
Foreign Service officers and their families are real. In implementing Senior Pay 
Reform, we were able to eliminate this disincentive for our senior members of the 
Foreign Service, but the problem remains - and is more acute - for our mid-level 
and junior officers. I am asking that Congress provide the necessary authorization 
requested by the Administration to address this problem by enabling a transition to 
a performance-based pay system and a global rate of pay, 

Civ ilian Stabilization in Post-Conflict States 

The request provides $249 million, including funding for 351 positions, in a 
new appropriation, the Civilian Stabilization Initiative, to build a U.S. government 
civilian capacity that can assist in reconstruction and stabilization efforts iri post- 
conflict states. The requested funding will support, train, equip, and deploy an 
interagency civilian response corps comprised of interagency Active and Standby 
components and a Civilian Reserve of outside experts. This effort will provide 
mission-ready experts in fields such as policing and the rule of law, transit tonal 
governance, and economic stabilization and development. The request will also 
fund the personnel and operating expenses of the Office of the Coordinator that 
provides Washington leadership to whole-of-govemmcnt strategic planning, 
analysis, policy direction, and coordination of USG reconstruction and stabilization 
activities. The CS1 complements our request for additional personnel and has the 
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strong support of the Department of Defense. This is a high priority and we need 
to get this accomplished. 


Protecting America’s Borders 

The FY 2009 budget provides $2,124 billion for the Border Security 
Program. This program helps secure American borders against illegal entry by 
terrorists and others who threaten homeland security. At the same time, it 
facilitates the entry of legitimate foreign visitors and students. Revenue from 
Machine Readable Visa (MRV) lees, Enhanced Border Security Program fees, the 
Western Hemisphere Travel Surcharge, and visa fraud prevention fees will fund 
continuous improvements in systems, processes, and programs. The fees will also 
fund 448 additional positions required to address rising passport demand 
associated with the Western Hemisphere Travel Initiative and rising visa demand, 
including increases related to Border Crossing Card renewals. 


Providing Secure Diplomatic Facilities 

The request provides $1,163 billion for Worldwide Security Protection to 
increase security for diplomatic personnel, property, and information in the face of 
international terrorism. The funding will extend the program to upgrade security 
equipment and technical support, information and systems security, perimeter 
security, and security training. This funding will also support the worldwide local 
guard force protecting diplomatic missions and residences. Funding increases will 
help meet new security demands in all regions and implement the Visa and 
Passport Security Strategic Plan to safeguard the integrity of U.S. travel 
documents. Because people continue to be the single most important factor in 
deterrence and response to terrorist acts, the funding will add 200 security 
professionals. 
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The request provides $1,790 billion to continue security-driven construction 
projects and lo address the major physical security and maintenance needs of U.S. 
embassies and consulates. This total includes $844 million for the Capital Security 
Construction Program to replace diplomatic facilities at the most vulnerable 
overseas posts. FY 2009 proposed projects include new embassy compounds in 
Santo Domingo, Dakar, Maputo, and Malabo. During the fifth year of Capital 
Security Cost Sharing (CSCS). U.S. government agencies with personnel abroad 
under chief of Mission authority will contribute $455 million to CSCS 
construction. The request also includes S 105 million to upgrade compound 
security at high-risk posts and to increase protection for soft targets such as schools 
and recreation facilities. In addition, the request includes $841 million for ongoing 
operations, including major rehabilitations. These programs are essential to protect 
the investment in real estate assets which are currently valued at over $14 billion 
and to keep more than 15,000 properties in good working order. 

tnfluencing Foreign Opinion through Public Diplomacy 

The request provides $395 million in appropriations for public diplomacy to 
influence foreign opinion and win support for U.S. foreign policy goals, including 
through providing 20 new public diplomacy positions. In addition to advocating 
U.S. policies, public diplomacy communicates the principles that underpin them 
and fosters a sense of common values and interests. Objectives of the national 
public diplomacy strategy include promoting democracy and good governance, 
marginalizing extremist leaders and organizations, and preventing extremist 
messaging from gaining a foothold with vulnerable populations. Through 
innovative programs we arc providing positive alternatives for Muslim youths, and 
helping build networks among progressive-minded Muslims, in many cases 
working in partnership with the private sector, civil society and academia. Wc also 
place a high priority on modernizing our communications architecture to 
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strengthen our leadership in the War of Ideas and sharpen our messaging to counter 
terrorist propaganda. 

Exchange Programs 

The request provides $522 million and 19 positions for educational and 
cultural exchanges to increase mutual understanding and to engage the leaders of 
tomorrow. Aligned with other public diplomacy efforts, these people-to-people 
programs are uniquely able to address difficult issues. The request includes 
increased funding for academic and professional programs to reach constituencies 
vital for America -- youth and those who influence youth. The programs include 
English language, Fulbright, and other academic initiatives, and Citizens 
Exchanges, within the President’s Partnership for Latin American Youth. The 
funding will also continue to support the President's National Security Language 
Initiative, promoting teaching and study of critical foreign languages, including the 
Arabic, Chinese, Korean, and Russian languages, and the Indie, Turkic, and 
Persian language families. 


Information Technology 

The request provides $414 million for State’s Central Fund, including 
revenue from fees, for Central Fund investments in “knowledge management" and 
information technology (IT). The ability of the Department to support 
transformational diplomacy, information sharing, rightsizing efforts, and E- 
Govemment initiatives depends increasingly on robust, secure IT. Funding 
increases in FY 2009 will help support the State Messaging arid Archive Retrieval 
Toolset project, diplomacy through collaboration, and IT infrastructure that 
provides American diplomats with anytime/anywhere computing. 

Multilateral Diplomacy 
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The request provides $1,529 billion to pay U.S. assessed contributions to 47 
international organizations, including the United Nations. The request includes 
payments to address outstanding U.S. arrears to international organizations. The 
request recognizes U.S. international obligations and reflects a commitment to 
maintain the financial stability and efficiency of those organizations. Membership 
in international organizations assists in building coalitions and gaining support for 
U.S. policies and interests, further, multilateral diplomacy through such 
organizations serves key U.S. foreign policy goals, including advancing 
democratic principles and fundamental human rights, promoting economic growth 
through free trade and investment, settling disputes peacefully, encouraging non- 
proliferation and arms control, and strengthening Internationa] cooperation in 
environment, agriculture, technology, science, education, and health. 

International Peacekeeping 

The request provides $ 1 .497 billion to pay the U.S. share of costs for UN 
peacekeeping missions. This funding will help support peacekeeping efforts 
worldwide, including the activities of ongoing missions in Lebanon, Haiti, Liberia, 
and the Congo. Proposed funding increases will also pay U.S. assessments for new 
missions in Darfur and Chad. These peacekeeping activities further U.S. goals by 
maintaining peace and strengthening regional confidence and stability. They also 
leverage U.S. political, military, and financial assets through the participation of 
other states that provide funds and peacekeepers for conflicts around the world. 

FY 2009 FOREIGN OPERATIONS REQUEST 


Let me turn now to our foreign assistance request. The total State 
Department and USAID Foreign Operations request for FY 2009 is $22.7 billion. 
These funds support the strategic purposes of our diplomacy: securing peace. 
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supporting democracy, advocating our principles and ideals, meeting global 
challenges, and aiding our friends and allies. 

War on Terror 

Fighting and winning the War on Terror remains the greatest challenge to 
our national security, and it will continue to be the locus of our military and 
diplomatic efforts as long as extremist ideologies and their proponents find safety 
and support in unstable and failing states. We have made enormous strides in 
diplomatic and foreign assistance efforts in Iraq and Afghanistan, which are 
notable for their successes even as we recognize the daunting work that remains. 
We credit our progress in these countries to many who have struggled there, to our 
military and our diplomats, lo the international community, to our counterparts in 
the military and government in these countries, and to the citizens in Iraq and 
Afghanistan who recognize and are fighting for the full benefits of freedom, 

Iran 


Our engagement with Iraq remains a centerpiece of the United States’ effort 
in the War on Terror. 


The Administration’s FY 2009 requests of $404 million in foreign assistance 
funding and $65 million in operations funding arc critical to meet these goals. Of 
this total, $500 million in Economic Support Funds will help consolidate the 
security gains realized in 2007 and 2008, and w ill increase the capacity of local 
and national Iraqi Governments ($75 million) to provide services for their 
population, which in turn will reduce support for extremist elements. The 
Administration is also requesting funds to help the non-oil economy grow, 
including the development of the agricultural sector ($50 million), support for 
business formation ($25 million), and continued support for key Iraqi economic 
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reforms ($62 million), such as reducing subsidies. These programs will generate 
jobs and stimulate economic growth. This request also includes funding for the 
Iraqi- American Enterprise Fund ($40 million), which will address a critical lack of 
access to capital and know-how that is preventing Iraqi entrepreneurs front forming 
companies. This request also includes $48 million to continue Democracy and 
Civil Society programs, which will he vital to support Iraq’s nascent democracy, 
particularly in working with new representatives and/or parties elected in 
anticipated nationwide elections in 2009. Democracy and Civil Society programs 
also will have a direct impact in fostering political reconciliation. 

The Administration is also requesting S75 million in funding under 
International Narcotics Control and Law Enforcement (INCLE) to holster Iraq’s 
rule of law, including continuing training and security forjudges and program 
support for major crime task forces, which will help Iraq combat terrorism and a 
growing criminal clement, and mentoring to Iraq’s corrections service to ensure 
criminals are effectively and humanely kept off the streets. The Administration is 
also requesting $20 million in Nonproliferation, Anti -Terrorism, and Demining 
(NADR) programs, of which $16 million will support expansion of a successful 
humanitarian de-mining program that has allowed hundreds of communities to 
bring agricultural and industrial land hack into production, and $4 million in 
programs to combat terrorism. 

Taken together, these programs arc an integrated approach to build on the 
significant investment we have already made in Iraq's success. The FY 2009 
programs complement our previous investments in infrastructure, security and 
capacity building and will hasten the ability of the Iraqi people to meet their own 
needs. Failure to fully fund these programs will endanger the progress we have 
made over the last five years. In order for us to carry' out these programs, wc need 
the full $65 million request for operational funding for core Embassy functions. 
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As a final point on Iraq, I would like to bring some clarity to discussions 
about the agreement that we plan to negotiate with Iraq. With the UN Security 
Council mandate due to expire at the end of this year, we need an agreement with 
Iraq that will ensure that li.S. forces continue to have the authorities and 
protections they need to operate in Iraq. An agreement with Iraq will not contain a 
“security commitment;” - that is, there will he no binding U.S. obligation to act in 
the common defense in the event of an armed attack on Iraq, it will not set troop 
levels, and it will not provide for permanent bases in Iraq. This arrangement will 
not “lock in” specific policies, but will leave policy options open for the next 
President. In addition, much as we did in Afghanistan, we expect to negotiate a 
strategic framework arrangement building on the Declaration of Principles that will 
formalize our intentions to cooperate in political, economic, cultural, and security 
fields. We have provided briefings and will continue to do so as our discussions 
with Iraq progress. 


Afghanistan 

For FY 2009, the President has requested $1 .054 billion in foreign assistance 
to help prevent Afghanistan from ever again becoming a sanctuary for terrorists. 
We have achieved many successes in our light against die Taliban and Ai -Qaida, 
hut we have not won yet. The funds requested arc critical to supporting our 
comprehensive approach to defeat the insurgency and return Afghanistan to long- 
term stability based on Afghan national sovereignty, democratic principles, and 
respect for human rights. The Afghan government enjoys broad support, while the 
Taliban offers no political vision. We are collaborating bilaterally, with donors, 
and through NATO and other multilateral organizations to tighten the coherence of 
security, economic, and governance capacity-building efforts. Development arid 
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security efforts on both sides of the Afghan-Pakistan border aim to prevent the 
deterioration of overall progress. 

Recognizing that counterinsurgency requires more than physical security, we 
have requested $370 million for counter narcotics efforts, $248 million for 
democracy and governance. $109 million for health and education. $220 million 
for economic growth, $74 million to support the work of our Provincial 
Reconstruction Teams, and $12 million in now emergency food aid. Development 
efforts to improve Afghan governance at the national and regional and local levels 
and to achieve prosperity for the Afghan people are as crucial to winning the war 
as security assistance to light insurgent groups, to prevent Afghanistan from 
becoming an illicit narcotics-based economy, and to train the Afghan Security 
Forces. Simultaneously, the efforts of the II. S. and the international community to 
work with the government of Afghanistan to improve security, build government 
capacity, protect human rights, reconstruct infrastructure, and provide 
humanitarian assistance generate confidence in the Afghan government and in turn 
decrease support for insurgents. As part of these efforts, we look forward to 
working with Congress on Reconstruction Opportunity Zone (ROZ) legislation that 
would help create employment and sustainable economic development in 
Afghanistan and the border regions of Pakistan. 

West Bank/Gaza 

The United States is firmly committed to supporting Israelis and Palestinians 
as they work to realize peace. Working with international donors and Quartet 
Representative Tony Blair, the United States is strengthening our support for the 
Palestinian Authority (PA) Government to help achieve this end. 

Our PY 2009 funding request for the West Bank and Gaza is $100 million. 
This includes $25 million for the Palestinian Authority Security Sector Reform 
Program, part of a broader U.S. and international effort to strengthen and transform 
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the Palestinian security sector and assist the PA in its efforts to extend law and 
order and meet its Roadmap obligations to dismantle die terrorist infrastructure, 
thereby providing a reliable partner for Israel. Establishing the rule of law and 
effective security in the West Bank will support President Mahmoud Abbas and 
Prime Minister Salarn Payvad by demonstrating to the Palestinian people that the 
PA can reduce lawlessness and improve their lives, and by building the capacity of 
the PA to address security threats against Israel. The request includes $24 million 
for democracy projects that will assist the PA government to extend the rule of law 
and improve governance, including bolstering the justice system through training 
judges and building judicial independence, and supporting local municipalities. A 
further $18 million will assist the PA to achieve economic growth hv focusing on 
activities that increase agricultural productivity, provide support for micro- 
enterprises, create private sector opportunity and increase trade. Finally, $33 
million will assist the PA government to provide essential health, education, and 
humanitarian services to the Palestinian people. 

U.S. government assistance in these areas will help the Palestinian people 
directly and support moderates such as President Abbas and Prime Minister 
Fayyad, while also providing tools through security improvements, civil society 
building, and economic growth to combat Hamas and its terrorist infrastructure. 

Pakistan 

A broad, long-term, and strategic relationship with Pakistan is now crucial to 
global security and regional economic interests. We arc encouraging formation of 
a moderate center to complete Ihe transition to democracy and underwrite the fight 
against violent extremism. Our programs support transparent elections, democratic 
institutions, and long term development. We are cooperating closely with the 
Pakistanis to defeat extremist groups and networks. U.S. assistance programs 
support all these goals. 
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ForFY 2009, the Department of State is requesting $826 million for 
Pakistan, to holster four areas of cooperation: peace and security, democracy, 
economic growth, and health and education. 

To win the War on Terror, this request includes $150 million specifically to 
support development in the Federally Administered Tribal Areas. This is the 
second tranche of a five-year $750 million Presidential Commitment initiated in 
2007. This will allow the United States to help the Government of Pakistan recast 
its relationship with the country's Federally Administered Tribal Areas. 

Of the total ,$826 million, we arc requesting $343 million for peace and 
security assistance, including $7,7 million for counterterrorism programs and $32 
million for border security, law enforcement capacity building, and counter- 
narcotics efforts. This will aid the government of Pakistan in countering the 
terrorist threat, enhancing border security, addressing illicit narcotics activities, and 
establishing the means to provide fora peaceful and secure environment. 

Recognizing that the War on Terror can not be won solely by improving 
security, our request includes $55 million to strengthen democracy and good 
governance, SI 19 million to expand economic opportunity, and $260 million for 
health and education. 

Lebanon 

Progress in Lebanon remains a critical element of our efforts to foster 
democracy and security in the Middle Hast. We have joined hands with Lebanon’s 
elected government to support their struggle for freedom, independence, and security. 
For FY 2009, the Department of State has requested $142 million in foreign assistance 
for Lebanon ft) support two parallel objectives: countering threats to Lebanon’s 
sovereignty and security from armed groups backed by Syria and Iran, and helping 
foster good governance and a vibrant economy. 
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Three years ago this week, former Lebanese Prime Minister Raiiq Hariri was 
assassinated. One month later, the Lebanese people demanded an end to foreign 
domination and political violence, taking to the streets to call for Syrian withdrawal 
from Lebanon. The FY 2009 budget request includes support for the Special Tribunal 
for Lebanon — a concrete demonstration of our unwavering commitment to justice, an 
end to political violence, and the protection of Lebanese sovereignty. 

Since then, Lebanon hits elected a new parliament and deployed its army to the 
south of the country for the first time in 40 years. However. Lebanon remains under 
siege by a Syrian and Iranian-backed opposition working to undermine the nation's 
stability, sovereignly, and state institutions. Meanwhile, political violence continues, 
including a January 15 bombing of an American Embassy vehicle. Our vision of a 
safe, secure and democratic Middle East cannot survive without a sovereign and stable 
Lebanon. 

ECONOMIC ASSISTANCE 
Economic Support Funds 

The FY 2009 request for Economic Support Funds (ESF) is $3.15 billion, an 
increase of $164 million over the FY 2008 enacted level. ESF remains a reliable 
assistance mechanism by which wc advance U.S. interests through programs that 
help recipient countries address short- and long-term political, economic, and 
security needs. ESF also supports major foreign policy initiatives such as working 
to resolve the Israeli-Palestinian conflict and regional economic integration in East 
Asia. ESF funds global and regional programs that support specific U.S. foreign 
policy goats, including assistance to states critical in the War on Terror. 

The request includes significant increases in some activities over the 
Administration’s request for FY 2008. such as programs in Nepal to address rural 
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poverty and help blunt the appeal of Maoist rebels, Lebanon to bolster that 
country’s democratic traditions and reduce the ability of Hezbollah to divide the 
populace, and South and Central Asia to improve communications and 
transportation linkages between Afghanistan and its regional neighbors. 

The Administration’s strategic priorities for FY 2009 ESF include funding 
for our partners in the War on Terror to mitigate the influence of terrorist and 
insurgent groups and reduce their potential to recruit in regions bereft of political 
and economic participation; countries and regions at risk of civil unrest, to assist in 
building democratic institutions, light poverty, and provide basic services and 
economic opportunities; states of concern to encourage democratic reform and 
build civil society; and regional and thematic programs like the Asia-Pacific 
Partnership, Middle East Partnership Initiative, and promoting implementation of 
Free Trade Agreements, especially improving labor and environmental conditions, 
and efforts to combat Trafficking in Persons. 

Millennium Challenge Corporation 

The request of $2,225 billion supports the continuing assistance, efforts of 
the Millennium Challenge Corporation (MCC), an important contributor to U.S. 
foreign assistance through the principles of promoting growth through good 
governance, investment in health and education, and economic freedom. By early 
FY 2008, the MCC had approved a total of 1 6 compacts worth over $5,5 billion. 
An additional 14 threshold agreements were in place at the end of FY 2007, and 
there is a robust pipeline of compacts under development. MCC expects to sign 
compacts with Tanzania ($698 million) in February 2008, and with Burkina Faso 
($500-5550 million) and Namibia ($300-325 million) this summer. MCC is also 
engaged with Jordan, Moldova, Malawi ami other countries in the compact 
development process, and foresees sizable compacts with those countries in FY 09. 
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Eight compacts arc entering their second or third year of implementation, 
and are achieving tangible results. For example, in Georgia, the first phase of gas 
pipeline repairs is complete, providing Georgian citizens and businesses with 
needed electricity and heat. In Honduras and Madagascar, farmers are employing 
new techniques to improve productivity and links to reliable markets, thereby 
increasing their incomes. 

MCC and USAID programs are complementary and mutually reinforcing. 
USAID programs help countries improve policies to qualify for compacts, build 
their capacity to manage funds and administer compact and threshold programs, 
and support overall U.S. efforts to keep MCC countries on a transformational 
development truck. MCC programs frequently build on existing USAID programs 
and other USG assistance. They do not overlap with them, and USAID adjusts 
programs to augment funding for opportunities created by MCC programs, and to 
enhance and sustain assistance in other areas. 


Development Assistance 

The Development Assistance request of $1,639 billion supports programs in 
countries that range from those with very low incomes whose governments are 
sufficiently stable and organized, to those with income levels above MCC 
eligibility that arc relatively well-governed. The goal of all Development 
Assistance is to foster an expanded community of well-governed states that 
respond to the needs of their people and act responsibly within the international 
community. 

Countries receiving DA face a range of long-term development challenges. 
Experience shows that the most effective response is to provide a well-balanced 
package that includes sustained support for transformational democratic and 
economic reforms and that is closely coordinated with MCC programs and the 
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President’s Emergency Plan for AIDS Relief (PEPFAR). These assistance 
programs also must complement and reinforce other development-related foreign 
policy initiatives, including our diplomatic efforts to advance freedom and 
democracy, expand international trade opportunities, and address climate change 
and other critical environmental issues. Our strategic priorities for DA funding in 
FY 2009 include: long-term democratic governance and economic growth 
programs in Africa; trade capacity building programs in Africa and the Western 
Hemisphere; capacity building in support of the Global Climate Change initiative; 
strengthened democratic governance in the Western Hemisphere; accelerated 
literacy and numeracy programs under the President’s International Education 
Initiative, and more broadly in Africa, the Western Hemisphere and the Middle 
East, 

We also recognize that any effort to improve development initiatives will 
require a significantly increased overseas presence of US AID, together with 
expanded technical and stewardship capabilities. Therefore, we arc requesting 
$767.2 million in USAID Operating Expenses which will allow USAID to increase 
its overseas workforce. Under the Development Leadership Initiative, USAID will 
hire 300 Foreign Service Officers above attrition in FY 2009 to build the capacity 
to implement the National Security Strategy for foreign assistance. 

Trade Agreements 

Let me say a word about the trade agreements we have concluded with 
Colombia, Panama, and Korea. Expanding trade opportunities advances American 
economic and national security interests. The Department is deeply involved in 
international trade issues at all levels. I recently traveled to Colombia with nine 
Members of Congress, who saw first-hand the impressive results of economic and 
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political reform there. Our missions abroad actively support the negotiation and 
enforcement of our trade agreements. 

Through multilateral, regional, and bilateral trade agreements, we lower 
tariff and non-tariff barriers to U.S. businesses, farmers, ranchers, and 
entrepreneurs. The American worker can compete successfully with anyone so 
long as the rules are fair. We help set those rules by promoting open markets, as 
we have done since the end of World War IT Our efforts at the World Trade 
Organization (WTO) strengthen these rules and expand opportunities globally. We 
are at a critical juncture in the Doha Round of WTO negotiations, which the 
President has described its a “once in a generation opportunity” to create economic 
opportunity, promote development, and alleviate poverty. As the President noted 
in his State of the Union address, the United States is committed to the conclusion 
of a strong Doha Round this year, and will provide the leadership necessary to 
achieve this objective. 

With respect to bilateral trade agreements, our free trade agreement with 
Colombia is a prime example of how such agreements can strengthen both our 
economy and national security. The United States currently provides duty-free 
treatment to virtually all Colombian products entering the U.S. under the Andean 
Trade Preference Act. With the U S. -Colombia Free Trade Agreement, U.S. GDP 
will grow by an estimated $2.5 billion by expanding opportunities for U.S. 
exporters as the significant tariffs that are assessed on U.S. exports to Colombia are 
reduced and eliminated. We urge Congress to consider and pass the Colombia 
FT A to allow our exporters to receive the same treatment as is available to 
Colombian exports to the U.S. 


The importance of the agreement, however, extends beyond trade. The 
current and previous Administrations, as well as the Congress, have made a 



765 


- 19 ■ 

significant commitment to Colombia by providing over $5 billion in assistance 
through Plan Colombia, Security in Colombia is vastly improved, the economy 
has rebounded, and Colombians have real hope for the future. The proposed FT A 
advances our partnership and cements these gains. The Colombia FT A reflects the 
open, democratic, economic, and political system which is our vision for Latin 
America. Colombia is a friend of the United States, Its government has taken 
great risks to achieve the successes it has achieved. 1 urge the Congress to pass 
this agreement for internal security reasons as well. 

Two additional key allies of the U.S. are also awaiting Congressional action 
on free trade agreements: Panama and Korea. The U.S. -Panama Free Trade 
Agreement will build on our already vibrant trade relations and support the 
consolidation of freedom and democracy in this important country. The U.S.- 
Korea Free Trade Agreement is the most commercially significant FT A in over IS 
years. Korea has been a steadfast partner and ally in promoting peace and security 
in Northeast Asia and globally. I urge your action on these agreements as well. 


SECURITY ASSISTANCE 
Foreign Military Financing 

The request of $4,812 billion for Foreign Military Financing if Ml) will 
advance U.S. interests by ensuring that coalition partners, allies, and friendly 
foreign governments have the equipment and training necessary for common 
security goals and burden-sharing in joint missions. This request includes $2.55 
billion for Israel, the first year of a 10 year $30 billion commitment. FMF 
promotes our national security by strengthening the defense of friendly 
governments and bolstering their abilities to contain transnational threats, 
terrorism, and trafficking in persons, weapons, and narcotics. This request 
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provides funding for Egypt to foster a modern, well-trained Egyptian military, and 
support for force modernization, border surveillance and counter-terrorism efforts 
in Jordan. FMF is helping to build a Lebanese army capable of implementing UN 
Security Council resolutions 1559 and 1701, secure Lebanon’s border against 
weapons smuggling, and begin the process of disarming militias in Lebanon. The 
request also finances programs with the Gulf States of Bahrain and Oman as part 
of the Gulf Security Dialogue. FMF will also assist ongoing efforts to incorporate 
into NATO the most recent members of the Alliance and to support prospective 
NATO members and coalition partners, as well as partners in Iraq and 
Afghanistan. 

International Military Education and Training 

The International Military Education and Training (I MET) program request 
for FY 2009 is $90.5 million. Through professional and technical course curricula 
and specialized instruction, this key component ofU.S. security assistance 
provides valuable education and training on U.S. military practices within a 
context of respect for democratic values and internationally recognized standards 
of human rights. IMET programs in Europe advance regional security and force 
integration among NATO and European armed forces, most notably in Turkey, 
Poland, Ukraine, and the Czech Republic. In the Near East, IMET provides 
technical training necessary to maintain U.S. -origin equipment in Jordan, Morocco, 
Tunisia, Egypb.lraq, Lebanon and Oman. In Africa. IMET provides training 
programs for Ethiopia, Kenya, Nigeria, Senegal, and South Africa, countries 
central to long-term regional peace and stability, in East Asia, IMET programs 
with the Philippines and Indonesia, for example, focus on professionalizing 
defense forces and developing skills in lighting the War on Terror. In South Asia, 
IMET programs improve military interoperability with the United States and 
educate South Asian armies in respect for human rights and civilian-military 
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cooperation. In the Western Hemisphere, (MET focuses on building capacity So 
respond to regional security challenges, with major programs in El Salvador, 
Colombia, and Mexico. 


IMET is a critical tool to strengthen important military relationships in the 
global fight against terrorism and to do so in the context of support for human 
rights. IMET helps ensure that future leaders of foreign militaries are well trained, 
exposed to the U.S. system of civilian control of the military, and have lasting lies 
to the U.S. defense community. 

Nonproliferation, Anti-terrorism, Demining, and Related Programs 

The request for the Nonproliferation, Anti-terrorism, Demining and Related 
Programs Account is $499 million. With this year’s request, three separate sub- 
accounts, Humanitarian Demining, International Trust Fund, and Small 
Arms/Light Weapons, are combined into one line item in the budget to address 
more appropriately our global Conventional Weapons Destruction efforts. We are 
also establishing a proposed new sub-account for WMD terrorism to undertake 
projects that improve international capabilities to respond to potential WMD 
terrorist attacks. 

The FY 2009 request includes increases in several important areas. We 
propose continued funding for humanitarian demining and increased funding for 
programs to address the threat to civil and military aviation posed by terrorists and 
insurgents armed with MANPADS. We have also proposed increased funding lor 
the Nonproliferation and Disarmament Fund to address emergent nonproliferation 
and disarmament requirements including additional support for disablement and 
dismantlement activities in North Korea, as they are achieved in the ongoing Six 
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Parly talks. Increases in the Global Threat Reduction program will strengthen 
biosecurity programs and anti-nuclear smuggling programs. 

Under the Anti-Terrorism Assistance (ATA) program, vve are expanding the 
TransSahara Counterterrorism Partnership (TSCTP) in the North Africa region, 
and strengthening linkages with the existing TSCTP in sub-Saharan Africa to 
prevent terrorist movement between Mahgreb and Sub-Saharan states and to 
promote greater regional cooperation. Increased funding for ATA will also 
support, counterterrorism programs in East Africa. 

Peacekeeping Operations 

The FY2009 request for Peacekeeping Operations (PKO) is $247.2 million, 
which is necessary to advance international support for voluntary, multi-national 
stabilization efforts, including support for non-UN missions and for U.S. conflict- 
resolution programs. PKO funding enhances the ability of states to participate in 
peacekeeping and stability operations and to address counterterrorism threats. In 
the aftermath of conflict, PKO funds help transform foreign military 
establishments into professional military forces guided by the rule of law. 

Ail important element of EY 2009 PKO funding is the President’s Global 
Peace Operations Initiative (GPOI), now in its fifth year. FY 2009 funding will 
train over 15,000 peacekeeping troops to reach the initiative’s goal of 75,000 
peacekeeping troops trained worldwide. GPOI includes the African Contingency 
Operations Training and Assistance (ACOTA) program, as well as train-and-equip 
programs outside of Africa. GPOI assists in the deployment of peace operations 
troops, provides logistics and transportation support, and assists regional 
organizations in planning and managing peacekeeping operations. PKO funding 
also helps support TSCTP; Security Sector Reform programs in Liberia, Sudan and 



769 


- 23 - 

the Democratic Republic of Congo; peacekeeping activities in Somalia; and the 
Multinational Force and Observers peacekeeping mission in the Sinai. 

G LOB AL CHALLENG ES 

Democracy & Human Rights 

We will continue to promote democratic development and uphold 
international standards of human and worker rights globally. Wc are requesting 
$1 .745 billion tor programs to advance good governance, democracy and human 
rights in support of the President’s Freedom Agenda, including political 
competition and consensus building, rule of law. and civil society activities in 
countries around the world. This budget will support centrally managed and 
multilateral efforts that provide targeted funding for unforeseen needs and 
opportunities, advance democracy in difficult countries where bilateral programs 
are not feasible and provide technical support to our overseas missions on 
democracy issues and programs. 

Our request includes $60 million in KSF for the Human Rights and 
Democracy Fund to support innovative activities that open political space in 
struggling and nascent democracies and in authoritarian regimes as the leading 
element of the U.S, government’s efforts to effect positi ve and lasting change. 
HRDF will allow us to support pivotal democracy and human rights programming 
in critical target countries such as China, Belarus, Russia, Lebanon, North Korea, 
Thailand, Venezuela, Somalia, Burma, and Pakistan. With HRDF, we will 
continue to support the Global Human Rights Defenders Fund, a program that 
enables us to quickly disburse small grants to human rights defenders facing 
extraordinary needs due to government repression. In addition, we will fund 
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innovative approaches to advance labor rights abroad by strengthening democratic 
trade unions and will promote corporate social responsibility globally. 

International Narcotics and Law Enforcement 

The $ 1 .202 billion request for International Narcotics Control and Law 
Enforcement (1NCLE) and $406 million for the Andean Counter drug Program 
(ACP) in FY 2009 supports bilateral and global programs to combat transnational 
crime, illicit narcotics threats, and terrorist networks built upon and funded by the 
illegal drag trade. These programs aim to strengthen and professionalize law 
enforcement institutions that are weak or subject to corruption. 

INCLE funds arc focused mainly on countries in which serious security 
threats exist, both to host governments and to our national interests as well. This 
includes countries like Afghanistan, Iraq, Pakistan, the Democratic Republic of 
Congo, Haiti, Indonesia. Liberia, and Sudan. 

Of particular note this year is the importance and timeliness of the Merida 
Initiative, our new program for security and law enforcement cooperation with 
Mexico arid the nations of Central America. The President has requested $550 
million in FY 2008 and in FY 2009, a total of $1.1 billion. The Administration 
believes that we must act now to assist our southern neighbors in their fight against 
the criminal organizations that threaten their security and prosperity, as well us our 
own. These nations have demonstrated the political will to tackle critical problems 
and have asked us to cooperate with them as partners. I strongly urge Congress to 
fund this important national security initiative both through the FY 2008 
supplemental and the FY 2009 appropriation. 


Migration and Refugees Assistance 
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Our commitment to providing humanitarian assistance and protection for 
refugees, conflict victims, and vulnerable migrants remains strong. We are- 
requesting $764 million in FY 2009 to fund contributions to key international 
humanitarian and non-governmental organizations and for bilateral programs to 
respond to humanitarian needs abroad and identify durable solutions, including 
resettlement of refugees in the U.S. These funds provide for basic needs to sustain 
life, protect refugees and conflict victims, assist refugees with voluntary 
repatriation, local integration, or permanent resettlement in a third country. They 
are a humane and effective response to pressing needs (hat reflects the compassion 
of the American people. Humanitarian needs related to Iraq and Afghanistan will 
he subject to a separate FY 2009 Supplemental request, The request of $45 million 
for the President’s Emergency Refugee and Migration Assistance Fund is critical 
to meet urgent and unforeseen humanitarian requirements. 

Global H1V/A1PS Initiative 

The Global HIV/AIDS Initiative account (GI1A1) is the largest source of 
funding for the President’s Emergency Plan for AIDS Relief (PEPFAR). The 
request of $4,779 billion is a substantial increase over the FY 2008 enacted level 
for the PEPF’AR bilateral program, and capitalizes on the demonstrated capacity- 
building and programmatic successes in prevention, care, and treatment during the 
first: five years of the program. Funding will support country-based activities, 
international partners, technical support, and oversight and management. The FY 
2009 request is the first of a new, five-year. $30 billion Presidential commitment 
that builds upon and expands our initial five-year, $ 1 5 billion commitment. 

The request also proposes the development of a "Partnership Compact” 
model, with the goal of strengthening host government commitment. In selected 
countries, compacts will outline reciprocal responsibilities, linking our resources to 
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increased host country resources for HIV/AIDS and (he establishment of policies 
that faster an effective HIV/AIDS response. 

Environment 

As President Bush said in his State of the Union address, the United States is 
committed to confronting the challenge of climate change. We want an 
international agreement that will slow, stop, and eventually reverse the growth of 
greenhouse gasses. Achieving that goal will require commitments by all major 
economies, a point we have made in the two Major Economies Meetings on 
Energy Security and Climate Change under the initiative launched by the President 
in support of UN negotiations. 

In Indonesia this past December, the U.S. joined with the other parties to the 
UN Framework on Climate Change (UNF'CCC) to adopt the “Bali Action Plan.” 
This document will guide negotiations of a new post 2012 climate change 
arrangement by 2009. Our FY 2009 budget request includes $64 million to 
support our efforts to address adaptation and reduce deforestation, major elements 
of the “Bali Roadmap.” 

Through the Asia-Pacific Partnership on Clean Development and Climate 
(APP), the U.S. works with China, India, Australia, South Korea, Canada, and 
Japan to accelerate the adoption of clean energy technologies. Over 100 APP 
projects and activities arc reducing emissions in major sectors such as power 
generation, cement, steel, aluminum and buildings. Our FY 2009 foreign 
assistance budget request for APP totals $26 million. 

As part of our long-term commitment to protecting the Earth’s ozone layer 
we are proposing $19 million for the Montreal Protocol Multilateral Fund. Last 
year, the international community agreed to a landmark U.S. proposal to accelerate 
the phase-out of ozone depleting substances. O ver the next two decades, this 
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acceleration will provide climate system benefits that could exceed those 
contemplated under the Kyoto Protocol. 

Finally, a request of $40 million supports our commitment to labor and 
trade-related environmental initiatives with our Dominican Republic-Central 
American Free Trade Agreement partners. These activities will strengthen 
institutions for more effective implementation and enforcement of environmental 
laws and promote biodiversity, market-based conservation and private-sector 
environmental performance. 

Conclusion 

Madam Chairwoman, the FY 2009 International Affairs request proposes an 
increase of 16% over the FY 2(X)8 base appropriation, and more than 9% over all 
FY 2008 appropriations enacted to ditto. I understand that this is a significant 
increase. But the President and 1, as well as the officials in all departments and 
agencies which administer the foreign affairs account, strongly believe this request 
is fully justified and critical to the national security interests of the United States. 
We understand that these funds are the result of the efforts of hard working 
American taxpayers. You have our commitment that we will manage these funds 
efficiently as stewards of the resources entrusted to us by the American people. 


Thank you very much. 1 would be pleased to respond to questions. 


### 
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Mrs. Lowey. Thank you very much. 

We are joined by Mr. Lewis. 

Mr. Weldon. Madam Chairman, I have a question for you. I 
have never seen anything like this before. We are trying to hold a 
hearing, I find all these protestors in here really distracting. Is 
there any kind of rule or policy? You know, I am all for freedom 
of speech on the street but, you know, we are trying to listen to 
the Secretary of State here and people are holding up placards. 

Mrs. Lowey. Mr. Weldon, let me just say I appreciate your com- 
ments but we are here in the United States of America and as long 
as they do not disrupt this proceeding and as long as they are si- 
lent they will be welcome. But they may not stand and they may 
not disrupt the proceedings. But I certainly understand and respect 
your concerns and I would hope that all of our visitors who are 
here today respect the concerns of all of us. This is a very impor- 
tant hearing and we want to engage with the Secretary. And I ex- 
pect that those who are here to protest the hearings will do so in 
a respectful way. 

Mr. Weldon. Well, I would agree with you it is a very important 
hearing but I think it is being turned into a circus. 

Mrs. Lowey. I think that we should all focus on the Secretary 
of State. I respect your views, certainly. You are my colleague and 
I respect your views. But as long as the protestors are quiet and 
they sit down and they do not disrupt the hearing everybody is 
welcome to be part of and listen to the following proceeding. 

Therefore, we will turn to Mr. Lewis. 

Mr. Lewis Opening Remarks 

Mr. Lewis. Thank you very much, Madam Chairman. 

Madam Secretary, welcome. And let me join those who express 
their appreciation for your fabulous service to our country and the 
world. If I am disappointed at all it is that from time to time we 
have found ourselves for the first time, at least in my view of our 
work in public affairs overseas, begun to see a tendency for Ameri- 
cans to find themselves divided overseas. I know that you are 
working very hard on having us speak with one voice when Amer- 
ica is abroad. I personally think there should be no such thing as 
partisan confrontation when we are dealing with diplomatic mat- 
ters. And I very much appreciate and support your effort in connec- 
tion with that. 

Further, I very much support your recommendation and request 
for added support in all our foreign assistance programs. Our pub- 
lic has a tendency to think that we are spending most of our na- 
tional budget on foreign assistance and certainly you know that is 
not anywhere near the case. But in turn, our voice should be heard 
and heard effectively. I would appreciate it if you would spend just 
a moment describing for us, discussing with the committee this 
new effort, the title I believe is civilization stabilization in post-con- 
flict states. 


CIVILIAN STABILIZATION CORPS 

As you explain or describe that for us I understand that there 
are $249 million requested and 351 positions. It strikes me that at 
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least a piece or in part that may mean that the President is coming 
full circle and maybe nation building is a part of our effort now. 
And I must say I do not reject that at all but nonetheless it is curi- 
ous. 

As you describe this new effort I wonder if it is possible if a piece 
of this effort might very well address a challenge in Afghanistan 
that has long been a contention of mine, that is if there is a classic 
American program in which we have tried to impact our economy 
at home it has involved subsidizing people who are in the agri- 
culture business. And I am wondering if the State Department 
could not take the lead, maybe by way of this new organization, to 
begin to pay Afghani farmers for not growing poppies and in turn 
take some time as they are subsidized in encouraging our people 
who are experts at alternative crops in helping the development of 
alternative crops over a period of time, some years. Certainly if we 
were to proceed on such a path the least it would do is impact by 
way of cutting back the availability of heroin around the world and 
maybe save many, many lives as a result of it. 

So, Madam Secretary, I am anxious to hear about this program. 
I appreciate your being here. Thank you. 

Secretary Rice. Thank you very much. I am delighted to have a 
chance to talk about the civilian stabilization corps, the civilian re- 
sponse corps, but also the entire civilian stabilization effort because 
I think that we have all learned the hard way that one of the great 
threats to American security is failed states. Those that have been 
in long-term conflict are coming out of conflict, are not capable of 
policing their borders and they are not capable of rule and law, are 
beset by corruption. Ultimately it is a place that drug traffickers 
and arms traffickers and indeed terrorists live in those kinds of so- 
cieties. 

And we tried post-conflict stabilization several ways. I think the 
effort in The Balkans relied very heavily on the United Nations, re- 
lied very heavily on an international effort. But I think we would 
all say that if you look at the state of a place like Kosovo or even 
Bosnia-Herzegovina today it really has not made the transition to 
a functioning society. 

If you look at the way that we tried to do this in Afghanistan 
it was a bit through the bond process what I will call the adopt- 
a-ministry approach with different countries taking on different re- 
sponsibilities for, as you have called it, nation building, Congress- 
man Lewis. And then in Iraq, which was a war zone, the Defense 
Department took the lead. And I think also did not quite have the 
right tools to really have a civilian stabilization effort. 

And so what this does is to now really build for the United 
States an institution that will truly be the civilian counterpart to 
what we have had to rely on the military to do through the Na- 
tional Guard and through the Reserves which really should not be 
their primary responsibility. It means that, first of all, there will 
be a core of people who would work in the State Department who 
would be trained and ready to go out and do stabilization oper- 
ations. We have already used some of them in places like Sudan 
and Haiti. And we would hope to have the ability to do it in even 
greater measure in Sudan should the political circumstances there 
change. There would be another ring around them of people who 
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would be in effect in the U.S. government but on reserve call in 
places like USDA, in the Agriculture Department, or in Treasury 
or places like that that if you need an expert on agriculture you 
can call on these people. 

And then finally, to mobilize the larger civilian population to 
have people who would volunteer almost like a reserve unit to do 
training on a two-week-a-year basis or so so that we could mobilize 
city planners and jurists. Let us take the prosecutor who is in Ari- 
zona and perhaps would like to go and help the Afghans do rule 
of law work. I could never keep in the State Department city plan- 
ners and jurists and all the people who need to do that. But the 
American people I think would be responsive to wanting to go to 
a place like Afghanistan or Liberia or whatever and engage in that 
activity. 

So that is the idea of the response corps, run out of the Depart- 
ment of State with interagency coordination 

You mention a very interesting example, for instance, in Afghani- 
stan. We do have USDA personnel, agriculture personnel there. We 
have some extension operations from universities in Afghanistan. 
But this could be a much bigger effort to really help Afghan farm- 
ers to turn away from the production of poppy and to something 
more favorable. It is hardest right now in places like Helmand be- 
cause it is also a security problem in places like that. 

But you asked and I would have to admit I think we have 
learned that, yes, it is really important to be able to help others 
build their states, to help others build their nations. My view is it 
is still something that we need to do with civilians. We need to do 
it with greater USAID involvement. We need to do it with greater 
involvement of the population as a whole. And that is what the 
President is trying to do with this initiative. 

Mr. Lewis. Thank you, Madam Secretary. 

Mrs. Lowey. Mr. Schiff. 

Mr. Schiff. Thank you, Madam Chair. 

Madam Secretary, I had really three areas that I wanted to ask 
you about. And I will try to make my questions quick so that you 
can respond to all three if possible. 

The first I wanted to ask you about is Iran and the Iran Sanc- 
tions Act. There have been a number of occasions where the State 
Department appears to have failed to issue findings regarding the 
Sanctions Act where the Sanctions Act would apply. And my ques- 
tion is have these investigations gone forward? Have they resulted 
in findings? If they have resulted in findings but there has been 
a decision not to enforce the Iran Sanctions Act why has not a 
waiver been issued? So if you could tell us the status of investiga- 
tions under the Iran Sanctions Act. 

Second, I wanted to raise with you the disparity in the Adminis- 
tration’s funding request vis-a-vis Azerbaijan and Armenia. The 
Azeri government, in particular President Aleyev, has been 
ratcheting up anti-Armenian rhetoric over the past few months in 
Nagorno-Karabakh. In early 2007 Aleyev warned that the enemy 
should know that Azerbaijan can liberate native lands by any 
means at any time. And in November of last year the defense min- 
ister of Azerbaijan vowed that as long as Azerbaijani territories are 
occupied by Armenia the chance of war is close to 100 percent. 
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There have been persistent reports of the Azerbaijani govern- 
ment increasing its defense budget by up to 30 percent. And yet 
notwithstanding this rhetoric, their increases in defense spending, 
the Administration is proposing to break tradition by not providing 
military parity between Armenia and Azerbaijan and instead pro- 
posing nearly four times as much assistance to Azerbaijan as Ar- 
menia. And I would ask you to explain why that is the case. 

And finally Jordan, as you know, has been a tremendous ally but 
they are incurring enormous costs as a result of the refugee prob- 
lem. And last week I expressed my belief to Secretary Negroponte, 
Deputy Secretary, that we ought to support additional aid for Jor- 
dan in the supplemental. And I want to reiterate that and express 
my view but also know why the ESF for Jordan, which totalled 360 
million in fiscal year 2008 has been pared back to 263 million in 
the Administration’s request. So if you could address those three 
points. 


IRAN 

Secretary Rice. Thank you, Congressman Schiff. 

First on Iran, I will get back to you with the state of the inves- 
tigations because I think it is probably more appropriate in a 
closed circumstance. But we take very seriously these investiga- 
tions. And indeed, I believe that, as I mentioned before, the act is 
helpful to us not only in looking at specific cases but also in help- 
ing to get voluntary efforts to isolate Iran through voluntary sanc- 
tions. And I think we are having some effect, for instance, on finan- 
cial institutions around the world. We are having some effect on ex- 
port credits around the world. We are seeing people in part because 
of the sanctions that Treasury has done, the designations that 
Treasury has done, but also because people recognize that doing 
business with Iran means that you cannot tell who you are doing 
business with. I think we are having some progress on the vol- 
untary side. 

But I would not hesitate to sanction and, if necessary, waive if 
that were appropriate. But I will get you something on the actual 
status of what is in the pipeline. 

ARMENIA AND AZERBAIJAN 

In terms of Armenia and Azerbaijan, we have worked very hard, 
as I think you know, to try to bring some resolution to the 
Nagorno-Karabakh situation. We have been close several times. We 
have never been able to get there. I have made the case to both 
parties that it is retarding progress in that part of the world and 
they ought to resolve this situation. 

But in terms of funding request, we think that we are appro- 
priately responsive to Armenia’s development assistance needs. The 
state of emergency in Armenia has made it necessary to suspend 
some of our programs there because, as you know, when there is 
a state of emergency there are some programs that we cannot oper- 
ate. And so we have done that. We are working very hard to have 
political dialogue with the Armenians to get them to lift the state 
of emergency. And I might note also that Armenia is of course an 
MCC country and we are going to have to say to the Armenians 
that the state of emergency is also jeopardizing that program. 
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Mr. Schiff. I would only say to quickly interject that the state 
of emergency in Armenia occurred after the Administration’s budg- 
et request and so that does not reflect the disparity in the foreign 
military funding. But if you could go on to the Jordan issue before 
I run out of time. 

Secretary Rice. Sure. I might just note too, Armenia still is larg- 
est per capita in that whole area. But we think it is appropriate 
for Armenia. 


JORDAN 

On Jordan we, we have no better ally than Jordan in many ways, 
in the war on terror and a modernizing Middle East. And so the 
request again we think is appropriate for Jordan’s needs. Jordan 
has benefitted from time to time from supplemental appropriations. 
And we have worked very hard to get Jordan into the threshold 
program for MCC. And we are working toward a compact with 
them. 

And, finally, I think the most important thing we have recently 
done for Jordan is in terms of its debt buy-back which was very 
highly sought. 

So we believe that this is an appropriate level given 

Mr. Schiff. Are you open to an increase in the supplemental? 

Secretary Rice. Well, we have requested in the supplemental 
what we think is absolutely necessary. But Jordan is a good ally 
and we have — they have benefitted from time to time from supple- 
mental appropriations. 

Mr. Schiff. Thank you, Madam Chair. 

Mr. Jackson [presiding], Mr. Lewis. 

Mr. Lewis. Madam Secretary, I am embarrassed for the entire 
committee. And the Chairwoman is particularly concerned about 
this. We are building a new visitors’ center in the Capitol. 

Mr. Lewis. And if this Appropriations Committee does not find 
a hearing room where we can have the Secretary of State present 
where we actually have an exchange we are nuts. It is long, long 
overdue. And just right across the room we could have an exchange 
and we could go and vote, et cetera. I hope we never do this to the 
likes of you again. But indeed the committee is embarrassed. And 
most of us have to go vote, try to get back. In the meantime, God 
bless you, Ma’am, you are doing great. 

Secretary Rice. Thank you. 

Mr. Jackson. Thank you. Thank you, Mr. Lewis. 

Let me first also begin by thanking Chairwoman Lowey and Sec- 
retary Rice. Welcome back to our subcommittee and thank you for 
your testimony and for your service to the country. 

As you well know, we have a number of votes that are potentially 
pending on the Floor. I have a number of questions that I would 
like to ask pending the return of the Chair and pending the return 
of members. So I will go through these questions, Madam Sec- 
retary. In the event that there are subsequent votes and members 
are unable to return I will suspend the hearing pending the return 
of the Chair. 

I want to discuss three items: first, your State operations re- 
quest, specifically CIPA, and our arrears owed to the U.N; sec- 
ondly, your overall foreign operations request, specifically your 
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funding for child survival and health; third, your supplemental re- 
quest and what I feel might be some shortcomings in that request. 

First, contributions for international peacekeeping activities. I 
understand that your request for 2.389 billion for U.N. peace- 
keeping, however, OMB, the Office of Management and Budget, al- 
located only 1.497 billion, leaving the State Department with an 
$892 million hole to fill in current assessments in the U.N. peace- 
keeping account. What is the status, Madam Secretary, of the 
United States’ arrears at the U.N. in the U.N. regular and peace- 
keeping budgets, and how does the Administration propose to deal 
with these past arrearages? And given that your budget does not 
seek to address them will you simply hand this debt off to the next 
administration? Madam Secretary. 

PEACE KEEPING OPERATIONS 

Secretary Rice. First thank you, Congressman. First of all, have 
been able to support the peacekeeping operations to which we are 
committed. We are able to do that on the funding stream that is 
there. And that is what I have been principally concerned about. 
It is also the case that some high priority peacekeeping operations 
have been funded in supplemental appropriations, Sudan for in- 
stance, at one point Lebanon a year ago. And so the combination 
of supplemental funding and the fact that we are able to keep up 
with the obligations that we have to actually fund peacekeeping 
forces in the field I think we are meeting our obligations. 

Obviously it would be best if we were able to not just have a cash 
flow approach but to actually fund the entire amount. But given all 
of the demands on the budget I have been able to say to Secretary 
General Ban Ki-moon that the United States will meet its obliga- 
tions. And I think you would find that we are doing so. 

DARFUR 

Mr. Jackson. Why has the Administration only requested 414 
million for fiscal year 2009 for the U.N. peacekeeping mission in 
Darfur? Peacekeeping experts believe that this mission, poised to 
become the largest in U.N. history, will require about 550 million 
from the U.S. alone. 

Secretary Rice. I wish we were at the point where we needed 
550 million. Unfortunately, the peacekeeping operation has been 
slow to get up and running. We are fully funding the south which 
is a fully operational peacekeeping mission. And I can assure you, 
Congressman, that we do have intentions in supplemental funding 
to continue to deal with Darfur. We will not allow the absence of 
resources to be a problem for our obligations to fund those mis- 
sions. 

We did, for instance, even fund the African peacekeeping in- 
creases when we were able to change the nature of that force. But 
the big problem right now is the spend rate just is not very high 
because, unfortunately, we do not have the forces and we do not 
have — and Bashir’s government has not permitted that force to go 
forward. 
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CHAD 

Mr. Jackson. In Chad the budget allocates only 40 million to 
support MINURCAT in Chad. Are not the French strong advocates 
for funding this mission and it not its performance integral to solv- 
ing the problems in and around Darfur? Has there not been greater 
instability in Chad recently creating further regional chaos? And 
how did the U.S. come up with the $40 million as its anticipated 
costs for that mission? 

Secretary Rice. Well, the Chad mission is of course the U.N. mis- 
sion and this is our voluntary contribution to it. I believe, Con- 
gressman, I can get you the exact amount but I believe it is rep- 
resentative of what we think it will take to actually fund the mis- 
sion. The French do have the lead there. They have their forces on 
the ground. We are principally in a matter of supporting the forces 
of others. 

I can say that we have been very active on the diplomatic front, 
of course. As you know, there was a near disaster in Chad very re- 
cently. And so we have been very active in that and we have been 
very active with the Sudanese in trying to keep them from desta- 
bilizing Chad through their efforts. But the amount is what we be- 
lieve we need to have to fund the mission there. 

DEMOCRATIC REPUBLIC OF THE CONGO 

Mr. Jackson. The Administration has requested 211 million for 
the 17,000-strong peacekeeping force in the Democratic Republic of 
the Congo. This number is less than the estimated 285 million in 
U.S. costs in fiscal year 2008 and far short of the 316 million in 
projected needs for fiscal year 2009. In light of the U.S.’s December 
vote in the Security Council to extend MONUC’s mandate and con- 
sidering the need to preserve the fragile peace accord just reached 
in the Congo’s unstable eastern region is this funding reduction 
justified, Madam Secretary. 

Secretary Rice. Congressman, again we are funding our obliga- 
tions. And we have not faced a situation in which we have been 
unable to fund our obligations. I might note that in addition to 
funding the peacekeeping operations there we believe that one of 
the biggest problems in the DROC is actually the state of the forces 
of the DROC itself. 

I held a summit in Addis with the heads of, well, the foreign 
minister’s representatives of the DROC. But the President Kagame 
was there, the president of Burundi was there. And we put a great 
deal of emphasis not just on the peacekeeping force which we are, 
we are funding, but also on funding for the security forces of the 
DROC. And I think that you will see there is money that we have 
put forward to do that. 

Mr. Jackson. Thank you, Madam Secretary. 

Mr. Israel. 


SAUDI ARABIA 
Mr. Israel. Thank you, Mr. Chairman. 

Welcome, Madam Secretary, it is great to see you. I have some 
questions with respect to Saudi Arabia, particularly the efforts that 
we have made to encourage the government of Saudi Arabia to fa- 
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cilitate greater religious freedom and tolerance and to reduce the 
curricula which often features inciteful behavior. 

In 2006 the State Department came before Congress to report on 
discussions with the government of Saudi Arabia that had resulted 
in a Saudi confirmation of a set of policies to promote greater reli- 
gious freedom and tolerance. The State Department characterized 
the Saudi position as a significant development. Notwithstanding 
that characterization I remain deeply concerned that the Saudis 
have not made sufficient progress in reducing the violence and the 
extremism, the intolerance that is often exhibited, particularly in 
curricula in their schools. 

Three questions: number one, has the State Department created 
a formal mechanism to monitor the implementation of the July 
2006 policies? If it has not, why not? And if it has, what have you 
found so far? 

Secondly, the State Department is required to report to Congress 
under H.R. 1, section 2043, implementing recommendations of the 
9/11 Commission Act of 2007 on progress by the Saudi government 
to implement the July 2006 previously identified policies. 

And third, aside from Saudi Arabia it seems to me, and this may 
be my own perception, that the Department of State has always 
been somewhat reluctant to insist on reform of curricula and to set 
up procedures to monitor curricula and violent expressions. And I 
am wondering if you can put my mind at ease on that? 

Secretary Rice. Yes. Thank you very much, Mr. Congressman. 
Let me say I do not think, I certainly do not feel reluctant in the 
least to raise this and raise these questions quite strongly with the 
Saudis. And, in fact, one of the changes that have taken place and 
I do believe the Saudis are beginning to understand that some of 
the extremist rhetoric and curriculum and whatever else is back- 
firing inside the kingdom itself. And the rise of extremism in the 
kingdom aimed at the kingdom has been of considerable concern to 
them and has — as has to us some efforts that appear to have ex- 
ported some of that to neighboring or other countries. 

So this is actually a discussion that we have and we have quite 
forthrightly. The vehicle for doing that is a strategic dialogue that 
we hold with the Saudis about twice a year, once in Riyadh and 
once here. It has a working group on the human dimension in 
which we raise issues of human rights, issues of extremism. And 
while I would be the last to say that there has been anything like 
the kind of progress that I think we will need to, they will need 
to see frankly for their own good as well as for the good of the 
world as a whole, they are discussions that are very much ongoing 
and they do provide a mechanism by which we can monitor and 
then take what we know to the Saudis for discussion. And so it is 
very high priority because I, frankly, believe that in the war on ter- 
rorism and in the rise of extremism going to the root of some of 
these issues is going to be very important. 

Mr. Israel. In addition to the strategic dialogue that we have 
with the Saudis are there mechanism within the State Depart- 
ment, are there funding avenues with the State Department to 
help other countries modernize, revamp and reform their curricula? 
Can we be doing more on that? 
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Secretary Rice. Well, one of the most active efforts that we have 
had has actually been in Pakistan where some time ago President 
Musharraf had a very progressive minister of education who want- 
ed to start, for instance, the reform of the madrassa system to 
make the curriculum not just a religious curriculum but also one 
that dealt with science and math and modern skills for children. 

We have through USAID and other efforts tried to help with 
that. It is obviously a sensitive matter because the United States 
cannot be seen to be writing the curriculum for another state. But 
we are trying to provide assistance to these educational efforts. 
And we think they are very important. And we have similar efforts 
in a number of other places. 

Mr. Israel. Thank you, Madam Secretary. I yield back my time, 
Madam Chair. 

Mrs. Lowey [presiding]. Thank you. 

Mr. Wolf. 


HUMAN RIGHTS 

Mr. Wolf. Thank you, Madam Chair. 

I have five minutes, you cannot really get in very much. I am 
going to have one major question. But I second what Congressman 
Israel said, I do not think we have really done enough with regard 
to the radical Wahabiism that the Saudis are funding. All you have 
to do is read “Looming Tower.” Omar Mullah, Omar Mullah went 
to a madrassa funded by the Saudis. Thousands up along the Paki- 
stan. So he is absolutely right. And we really need to see the Ad- 
ministration do more. 

I would hope that we could have a greater emphasis in the clos- 
ing of this Administration on the issue of human rights. I was dis- 
appointed to see the State Department drop, “The New York 
Times,” the State Department no longer considers China one of the 
world’s worst human rights violators according to its Annual 
Human Rights Report. That is really a mistake. 

Madam Secretary, I saw the American ambassador in Vietnam 
give an interview, an hour-long interview, one word, three words, 
four words on human rights. He says I will spend time on human 
rights, and then he goes on. That is the whole interview. The 
Catholic Church is being persecuted there, the Buddhists are being 
persecuted there. Our ambassador and our embassy should really 
be an island of freedom if you will and, frankly, it is not. You 
should have appointed an American Vietnamese who have family 
there who could articulate. But I am sure this gentleman is a good 
man. I am not saying that, but this is not a priority. Our embassy 
in Vietnam is a trade embassy, it is not a human rights. 

I want to congratulate you and thank you for your efforts with 
regard to the Middle East. I want to ask you to do something. It 
is a little unusual but I would hope that you would do it. In Psalm 
122, I was in church a couple of weeks ago and at the end the pas- 
tor prayed for the peace of Jerusalem. And as you know, in the 
Bible in Psalm 122 it says, ‘Pray for the peace of Jerusalem: May 
those who love you be secure. May there be peace within your walls 
and security within your citadels. For the sake of my brothers and 
friends I will say, Peace be within you. For the sake of the house 
of the Lord our God, I seek your prosperity.” 
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I appreciate you were willing to fund the effort with regard to 
Congressman Hall and Cardinal McCarrick with regard to that ef- 
fort. I would like to ask you to urge our former congressman, col- 
league, Congressman Tony Hall and Cardinal McCarrick and some 
leading rabbis in our nation to convene, and I looked up the defini- 
tion of convene, “convene: come together or assemble for public pur- 
pose,” to convene a convocation in Jerusalem sometime this sum- 
mer or this fall to literally do what Psalm 122 says. I know Con- 
gressman Hall would be certainly able to do that and I think Car- 
dinal McCarrick. And I mean not just American religious leaders 
but religious leaders from around the world, including the Pope. 
But I think what you are doing is so important, and if we miss this 
opportunity to bring peace to the Middle East the next president, 
whoever he or she is, will really be very reluctant I think to pick 
it up for a period of time. We may lose a year or two or three. 

So I support everything you are doing but I would ask you to 
consider and I am not going to put you on the spot to say yes or 
no now, but think about asking Tony, Congressman Hall, former 
ambassador or somebody that I think you know, the President 
knows well, Cardinal McCarrick who I think is highly respected, 
was on the Religious Human Rights Commission and well thought 
of, to gather with leading Jewish rabbis in this country of all polit- 
ical backgrounds to see about having a convocation sometime this 
summer or this fall in, in Jerusalem. If you are Christian the 
Church of the Holy Sepulchre is very important. If you are Jewish 
the Western Wall is very important. If you are Muslim the Dome 
of the Rock is very important. But in order to have a spiritual as- 
pect to come alongside with your diplomatic efforts. So what I 
would like you to do is I am officially asking that you ask Con- 
gressman Hall, Cardinal McCarrick, some of the leading rabbis in 
this country, in our country, to meet with — and I appreciate your 
meeting with the Interfaith Religious Council, you were the only 
one that has ever done that. And I think that never got very much 
coverage here in the United States. But to work through that inter- 
faith group out there in the region to have a major convocation in 
Jerusalem to do precisely what it says and asks us to do in Psalm 
122 . 

Will you consider doing that? I know I am not asking the State 
Department to put this on. I think we are not going to get into 
that. But I think Congressman Hall and Cardinal McCarrick and 
some of the leading rabbis could. 

Secretary Rice. Well, thank you very much, Congressman. It is 
a very interesting idea and we will certainly consider it. 

As you know, I talk frequently to Cardinal McCarrick and Am- 
bassador Hall is a great man. I want to thank you for suggesting 
that I do that meeting with the interfaith religious dialogue out 
there; it was one of the more interesting meetings that I had. I 
think we had a pretty candid discussion about what it is going to 
take in terms of people of faith overcoming differences. And I want 
to thank you for suggesting it. It was really a very, very good op- 
portunity to do that. And as a minister’s daughter I am very much 
aware of the power of prayer. So thank you very much and we will 
definitely look at the idea. 
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Mr. Wolf. I appreciate that. I met with the council members and 
they were very, very impressed. And I think they could fill the vac- 
uum that would send the countermessage that we are getting from 
Hamas for hateful and missiles coming out of Gaza. I think this 
would send a message. And I think with the closing eight months 
left or whatever the case may be I think it would bolster also, put 
great positive pressure, not negative pressure, on the forces in that 
region to come together because I think if you do so is there much 
more that you want to tell us a little bit about, and that will be 
my last question — 

Secretary Rice. About the Middle East effort? 

Mr. Wolf [continuing]. About the Middle East peace, how do you 
see it going, what is happening? But if you could let me know or 
maybe just give Tony a call or give Cardinal McCarrick a call and 
see if we can do this. Thank you. 

MIDDLE EAST 

Secretary Rice. Thank you. As to the Middle East effort in gen- 
eral, as you remember after Annapolis we really established three 
tracks plus one. And let me just say that on the negotiating track 
which is being run by Foreign Minister Livney and Mr. Abu Allah 
on the Palestinian side, I think that the encouragement there 
comes from the fact that they are not talking outside about what 
they are talking about inside. They have been very clear that they 
are having very important discussions, very consequential discus- 
sions, but that they are going to do it in a way that is serious and 
that they are not trying to report to the press every day about 
what they are doing. 

And that has led to some sense that perhaps nothing is going on 
there. I have never seen greater commitment. I cannot say that 
they will get there but I have not seen greater commitment from 
the two people than I have seen from them and also from President 
Abbas and Prime Minister Olmert. 

And to me when I was just there the most important thing was 
that we had to establish that in a context in which there is going 
to be a people and there is going to be turbulence and there are 
going to be people, particularly Hamas, that do not want this to 
work and so they will try to bring about violent incidents to try and 
keep the talks from going forward, these talks are going forward. 
And I especially thought it courageous on the part of the Israeli 
leadership after the terrible events in Jerusalem which were con- 
demned by Abu Mazen that the Israelis within hours said that they 
were going to continue the negotiations. 

So that track continues and we are trying to support it. 

What we are working on and need to work more aggressively on 
is the West Bank improvement because there improving the lives 
of ordinary Palestinians will demonstrate that President Abbas can 
do that, that he can have a contrast between the West Bank and 
Gaza. And so that work is being — General Jones is out working as 
we speak. General Fraser will hold a roadmap obligations and im- 
plementation meeting at the end of this week. And so we are work- 
ing very hard on these other tracks. 

The final piece that I really would like to see come more into re- 
lief is we need also the Arab states to be very active in supporting 
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this effort. And some are but, frankly, the Israelis are going to 
need to know that the outreach of the Arabs to them is coming as 
a part of this broader effort. 

So those are the efforts we are engaged in Congressman Wolf. I 
believe we have got still a good chance, and as the President put 
it, plenty of time to get an agreement by the end of this year. It 
is going to take hard work and there are some very difficult issues. 
But I have never — I really have to say that the commitment of 
these parties is quite remarkable and we will try to help them. 

Mrs. Lowey. Madam Secretary, I would like to segue from your 
comments. I know you were reading my mind because when we 
were both in Jerusalem, I think it was back in September or Octo- 
ber we were both part of the program and you and I spoke. And 
you know how passionately I feel about the concern that it will be 
too little too late. It is now March. Tony Blair has had his commit- 
ment conference, the Donors Conference. And unless there is a real 
difference between the West Bank life and the Gaza life, between 
the Fatah leadership and the leader of Hamas, I worry about the 
success of the peace process. 

So it is very disappointing to me that with the relationships that 
this President has and his father had with countries such as Saudi 
Arabia, and I build upon what my colleague Steve Israel said as 
well, it is very disappointing. And I know that they are hedging 
their bets, and that is why it is even more disappointing, that they 
cannot be made to commit now to build now in the West Bank. 
Why is there not some housing providing jobs? Why is there not 
some economic development providing jobs? 

And you and I know, and everyone who has been involved in this 
process understands that unless the Palestinians are supported by 
Saudi Arabia and the Emirates and all the other countries in the 
region it is going to be very difficult for them to take that final 
step. And when you have the Saudis and the Emirates in the re- 
gion, the oil producing countries getting $105 a barrel, the fact that 
they cannot show some evidence on the ground and create the jobs 
is mind boggling to me. 

So again I would just like to urge you and the President to urge 
our friends the Saudis, we talk about weapons deals — and I am not 
going to get into that issue now — but not to make it clear to them 
that they have a responsibility now. It is not good enough for them 
to make a commitment, for them to think about it. We need to see 
some action on the ground now. And I know you and I agree. 

Mr. Wolf. Will the Chairwoman yield? I completely agree with 
that. And the Saudis have not done their jobs. They are putting 
money in American companies, buying up Citicorp and doing all of 
that; they can do exactly what the Chair said, they ought to put 
some of the money up publicly, quickly, or else it is big hat and 
no cattle. So I completely believe what Ms. Lowey said. 

Mrs. Lowey. And it may be too little too late, frankly. So I know 
that there is strong agreement here. 

I want to make one other point which is somewhat related as 
well. I mentioned before Secretary Negroponte’s discussion, rather 
the lack of discussion of the planning at the State Department. 
And I asked him, “There is planning going on now at the State De- 
partment for a transition to a civilian-led effort in Iraq without the 
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current level of troops?” His response was that he was not aware 
of any. 

Well, this is very troubling. And it would seem to me the deputy 
secretary should be able to discuss the planning involved in a tran- 
sition from the military to the civilian. And so I would just want, 
like you to address three points: number one, is the Department 
working on plans to transition to a civilian-led effort in Iraq? What 
specifically has the Department of State done to enable the con- 
tinuation of our diplomatic and development missions in Iraq with- 
out the envelope of military security? And how can we have con- 
fidence in the Department’s capability to project its thought power 
in a post-conflict environment if there is no planning now for con- 
tingencies? 

We hear about the success of the surge and then we are told they 
are not planning for this transition. This does not make any sense, 
especially when many of us are concerned that when the military 
succeeds in A and then they move to B then there are really prob- 
lems in A again. 

So if you could briefly discuss in a few minutes we have before 
we vote the planning that is going on to transition from military 
to civilian and I would be most appreciative? 

Secretary Rice. Certainly. May I just say just one word on the 
Middle East peace. There are pledges in hand from Saudi Ara- 
bia — 

Mrs. Lowey. Pledges? 

Secretary Rice. That is right. From Saudi Arabia and others. 
And so my 

Mrs. Lowey. While they are closing deals in Nevada and 
Citigroup? We heard all about them when we were in Jerusalem. 

Secretary Rice. Right. I was just saying, Congresswoman, you 
know I want everybody to do more. But we are just trying to get 
people to make sure they pay their pledges. That is, if we do that. 

Mrs. Lowey. Has anybody done anything, have the Saudis done 
anything on the ground, built any housing, put people to work? 

Secretary Rice. What we are trying to do is through the efforts 
that Tony Blair has is to identify projects that people could con- 
tribute to because it will require some changes in terms of move- 
ment and access also on the Israeli side. And so there is a package 
that has to be put together here. But I am always for people doing 
more, you know that. 

Mrs. Lowey. Is anything, maybe I am not aware of it, is any- 
thing currently happening on the ground? We hear about the 
pledges and maybe. 

Secretary Rice. Yes, there are plans for several major projects 
that Tony Blair 

Mrs. Lowey. Plans? 

Secretary Rice. Yes. But they should be coming, starting to come 
online. That is part of what General Jones is helping with. 

Mrs. Lowey. When? 

Secretary Rice. I do not know when the first ones will. But we 
are trying to make sure that there is a when you need a roadblock 
moved or you need a road to be opened that that piece of it can 
be there so that an economic project can be put in place. And 

Mrs. Lowey. However. 
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Secretary Rice. Yes? 

Mrs. Lowey. I am sure you would agree that there is housing 
that can be built, there are jobs that can be created in the West 
Bank without moving a roadblock and without — I mean that is all 
part of the total agree 

Secretary Rice. I agree. 

Mrs. Lowey. You agree? 

Secretary Rice. I agree. 

Mrs. Lowey. And it seems to me we have been talking about, 
many people have been talking about this for the past year like 
Dennis Ross. I have been talking about it primarily since the fall. 
And so it is September, October, November, nothing. 

Secretary Rice. Well, I would not say nothing. 

Mrs. Lowey. Commitment. There is nothing on the ground. 

Secretary Rice. There are commitments. There are efforts to do 
the planning. Salaam Fayed has about 150 projects that he has 
been doing and we have been helping him with. So things are going 
on. But I just said I do not think the progress is fast enough and 
we are going to redouble those efforts in terms of the planning. 

Mrs. Lowey. Right. 

Secretary Rice. Yes. We are very much aware that we have two 
concerns going forward about maintaining our diplomatic, eco- 
nomic, et cetera, efforts, the civilian side. We have surged in sup- 
port on the civilian side, in support of the President’s military 
surge. We have surged through PRTs, for instance, increasing the 
number of PRTs, almost doubling the number of PRTs. They have 
been 


PRTs 

Mrs. Lowey. What percent of the PRT staff is military and what 
percent is AID? 

Secretary Rice. Well, they are completely merged operations at 
this point. And we did embed them and that has been very effec- 
tive. What we are planning for, and David Satterfield is working 
with Ryan Crocker on this question, is in places where we will in 
effect not be embedded any longer how will you keep the presence 
in provincial, the provincial presence? Because we found that in 
Iraq the localized presence is as important as our presence in 
Baghdad. And so we are looking at those issues. 

We are also looking at questions like how we would maintain the 
effort of our ministry assistance team. It is one reason that we are 
going to continue to be reliant on contract personnel for security. 
And Bob Gates and I have a memorandum of understanding of how 
to make that work because we are going to have to keep these ef- 
forts going as American, whatever, whatever happens with the 
American military presence. 

So, yes, there is work going on on this issue. We are quite aware 
that we have to keep the civilian effort going forward. 

Mrs. Lowey. I would also be interested in knowing — and you can 
get back to me on that — is what percentage of the responsibility 
has really been turned over to the Iraqis? The PRTs as we know 
have been accomplishing quite a bit, so have the cap agencies. 

Secretary Rice. Yes. 
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Mrs. Lowey. However, it is my understanding from my discus- 
sions that they cannot find people who will assume the responsi- 
bility among the Iraqis. 

Secretary Rice. Well, let me just give you one concrete example. 
If you look at one of the things the PRTs have been very concerned 
about, budget execution, because they want the provinces — they 
want the Iraq central government to be able to execute its budget, 
get the money to the provinces and then the provinces to be able 
to execute. That percentage in our counting of how much of their 
budget they have been able to execute has gone up significantly be- 
tween 2006 and 2007. So that is the kind of thing where the Iraqis 
are not trained to do it and they are actually doing it. 

But it is a long, it is a long haul because this is a civil service 
that essentially did not exist. And one of the things that we are 
talking not just about here but is more U.N. effort in this regard 
and also more effort from other donors who may wish to contribute 
to that effort rather than to the military effort. 

Mrs. Lowey. Dr. Weldon, would you like — I am going to go vote, 
would you like to continue? 

Dr. Weldon. I would be delighted 

Mrs. Lowey. Thank you. 

Dr. Weldon [continuing]. Madam Chairman. 

Mrs. Lowey. Thank you. 

Dr. Weldon. Madam Secretary, as always it is a pleasure to 
have you here. And let me just begin by saying I applaud you for 
your service to our country and your dedication to the principles 
upon which our nation was founded, the principles of democracy 
and freedom for which so many have died to defend throughout the 
history of our great nation. I have some questions for you about the 
recent statements of Mr. Abbas in that Jordanian newspaper “Al- 
Dastur.” He did that interview. 

I was particularly troubled. I just came back from Israel myself. 
I was there about two or three weeks ago. And some of the con- 
cerns of a lot of the people that I spoke to, and I hear this as well 
domestically, is that a lot of the Palestinians who claim they want 
peace really do not want peace, they just are temporarily pursuing 
a peace agenda but their goal is still the destruction of Israel. But 
he said, and I will quote him from that article, “At this time I am 
against armed struggle because we cannot achieve it.” Sort of im- 
plying that if he could achieve the destruction of Israel he would 
do it if he had the military resources to do it. 

And then he goes on to say things might be different in the com- 
ing stages, which I thought was a really troubling comment. 

Now, Saeb Erekat I guess tried to do damage control and a cou- 
ple of days ago sent out a letter saying those quotes were listed out 
of context. There was really no attempt though in Erekat’s letter 
to explain what Abbas was actually saying. And I wonder if you 
could comment on this because in light of all the work you have 
been doing and the President has been pursuing to try to achieve 
peace, you cannot achieve peace if the people you are working with 
do not really want it, and so. 

Secretary Rice. Yes. 

Mr. Weldon. Go ahead. 
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Secretary Rice. Well thank you, Mr. Weldon. I am confident that 
President Abbas is somebody who is committed to the negotiated 
solution of this issue and recognizes that only a negotiated solution 
is going to result in a Palestinian state. We did immediately go to 
them about the comments. They say he says they were taken out 
of context. I do know that we have all had the experience of saying 
things to press we wish we had not said. And I can tell you that 
this is somebody who for many, many, many years now has re- 
jected the idea of violence as a means to statehood. 

He is also somebody who is a great — who has great problems 
with Hamas. The military wing tried to assassinate him in Gaza. 
I just believe that this is somebody who is dedicated to the nego- 
tiated process and I do think there is any evidence. I cannot ac- 
count for the comments. I think they were extremely unfortunate. 
We made that very clear to them. But I believe he is a partner for 
peace for the Israelis and I believe Prime Minister Olmert believes 
he is a partner for peace. 


FARC 

Mr. Weldon. Moving on, I have some constituents who have 
been held by the FARC for a number of years. And you have had 
your staff come and brief me several times, and I appreciate that 
and the effort of State Department to try to reach some sort of an 
accommodation and get these people out. I know their loved ones 
who have contacted my office in the past have been very concerned. 

I have been reading reports that Chavez funds the FARC. Is that 
true? 

Secretary Rice. Well, we are certainly — the Colombian govern- 
ment is learning a great deal about the relationship between the, 
apparent relationship between Venezuela and the FARC. That 
work is not complete yet. As you know, they are apparently looking 
at some of the information that has been made available to them 
because of the recent deaths of some key FARC leaders. But I 
would just note that publicly the President of Venezuela tried to 
get the FARC taken off the terrorist lists of various countries say- 
ing that they should not be considered terrorist, when in fact they 
are considered terrorists because they engage in kidnappings and 
bombings. And if my counterpart from Colombia were sitting here 
right now, the foreign minister, you could hear a story of somebody 
who was held for six years in captivity by the FARC. 

Mr. Weldon. Yes, that was one of the things I wanted to 

Secretary Rice. The Venezuelans, more is being learned, but the 
President of Venezuela has been pretty clear that he believes 
FARC is a legitimate organization. 

Mr. Weldon. The FARC has been declared 

Mr. Jackson [presiding]. Dr. Weldon. 

Mr. Weldon. Is my time up? 

Mr. Jackson. Yes, sir, it is. 

Mr. Weldon. Okay. Thank you. I will follow up with you with 
some written questions on this issue. 

Secretary Rice. Of course. 

Mr. Weldon. Thank you very much. 

Mr. Jackson. Ms. Lee. 

Ms. Lee. Thank you, Mr. Chairman. 
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Good morning, Madam Secretary. 

Secretary Rice. Good morning. 

IRAQ 

Ms. Lee. Okay, Madam Secretary, now I know we disagree on 
this so let me just preface my remarks by saying what is a fact ac- 
tually that we all agree on, and that is in another week we will 
mark the fifth anniversary of what many consider a very tragic 
bombing and invasion and war against Iraq and now what many 
see as a permanent occupation. And I see it as that also. Nearly 
4,000 of our brave young women have been killed, just eight were 
killed this week. Five hundred billion dollars and counting, could 
climb as high as $3 trillion and more. These investments, this 
money could easily have been invested in our sagging economy to 
address the recession, and it is an Iraq recession, and we have to 
remember how this, how our resources are really digging us into 
a deeper hole in terms of the American people and the struggles 
that they are seeing now in their daily lives. And of course there 
were no weapons of mass destruction. 

Now, I have got to ask you about this whole notion of permanent 
military presence in Iraq because on six occasions the President 
signed legislation which we all agreed upon saying that there 
should be no permanent military bases in Iraq, yet when he signed 
the most recent defense authorization bill he issued a signing state- 
ment which signaled that he really did not intend to comply with 
that anyway. 

So I want to ask you because I asked Deputy Secretary 
Negroponte this, do you believe that there is a plan to build or 
have a permanent military presence in Iraq or not? 

Also, Ambassador Satterfield I believe it was last week indicated 
that he thought that there was congressional authority to continue 
to conduct combat operations in Iraq and to stay there indefinitely 
because of the 2001 resolution, which I did not support, and the 
2002 resolution authorizing the use of force against Iraq. And so 
I am wondering about the status of force agreement, what this 
means? Do you see congressional authority being necessary or not? 
Because I am hearing and we are seeing mixed signals from this 
administration on the permanency of U.S. presence in Iraq. 

And then the second question is, I wrote to you I think it was 
January 10 about an urgent request to take appropriate action to 
ensure that the vital humanitarian goods and services are success- 
fully delivered in Gaza. In the letter I indicated that, and let me 
just read you part of this letter, “One of the most important steps 
necessary to enhance the prospects for success will be to ensure 
that humanitarian assistance is able to reach those civilians most 
in need in Gaza.” 

I have not heard back from you yet in terms of a response but 
I wanted to know what is taking place and how you see the hu- 
manitarian needs now in Gaza because it is a deplorable situation, 
and just basic medicine, food, water, you know, it is a situation I 
do not think anyone would see as tolerable. And I am still waiting 
on your response. And maybe you could answer some of those ques- 
tions here at committee. 

Secretary Rice. Certainly. Thank you, Congresswoman Lee. 
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First of all, Secretary Gates and I have both made clear that the 
United States does not seek permanent bases, permanent military 
bases in Iraq. And 

Mr. Jackson. The Secretary will suspend. 

Let me strongly encourage visitors in this hearing room to not 
interrupt the Secretary or member of this committee while they are 
speaking. The Chairwoman of the committee has made it very clear 
that you are guests of the committee and we respect your right to 
protest, your First Amendment right, but there will be no interrup- 
tions of the Secretary and there will be no interruptions of Ms. Lee 
while they are giving their answers. 

Madam Secretary. 

Secretary Rice. Thank you. 

So, no, we do not seek permanent military bases in Iraq. 

Ms. Lee. Then why would the President sign a signing statement 
on that specific portion of the bill? 

Secretary Rice. The agreement which we are working on with 
the Iraqis is indeed a status of forces agreement which is intended 
to give our forces the ability, the legal ability to continue to operate 
in Iraq. It does not set force levels. It does not make commitments 
to specific kinds of operations. But it does provide a legal basis for 
our forces to operate, bases that will not be there when the U.N. 
resolution expires on December 31. 

Ms. Lee. Yes, Madam Secretary, I understand that. But I am 
wondering why the President would take that specific section out 
of the defense authorization bill and say and issue a signing state- 
ment really just, you know, subverting that, that law in terms of 
permanent military bases. 

Secretary Rice. Well, I can only say, Congresswoman, that we 
have been very clear that the United States does not seek perma- 
nent military bases in Iraq. We do need to have our forces continue 
to operate there. And, yes, the President believes that the Presi- 
dent does have the authority to continue our forces operating there. 

Ms. Lee. Will you come back for congressional authority for that 
status of force agreement? 

Secretary Rice. The status of forces agreements exist with many, 
many different countries around the world and they have not come 
to Congress. We will continue to brief about the nature of those dis- 
cussions but those discussions are to give our people a safe and 
legal way to operate in Iraq. 

As to Gaza, I have personally been involved in working on that 
issue. First of all, we made additional money available to UNRWA 
for the Gaza to try — we have now got $148 million this year to try 
and make certain that there is enough funding. Because UNRWA 
made a request for more funding we have answered that request. 

But I have also been very engaged with the Israelis to try and 
make certain that humanitarian convoys can get through Kareem 
Salama and through Ha’aretz into the region. And so, for instance, 
I was called and told that there were 80 trucks that were lined up 
that could not get through in the convoy. I intervened directly and 
those 80 trucks got through. So we work these issues on a, out in 
the region on a daily basis. I intervene whenever necessary. We 
really do not want innocent people in the Gaza to suffer. 
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The problem, of course, is that Hamas has taken the Gaza hos- 
tage and the people of Gaza with it. Abu Mazen is still providing 
58 percent of the P.A. budget to the people of Gaza. But it would 
be extremely helpful, of course, if Hamas were not firing rockets 
into Israel. And so we are working with the Egyptians, we are 
working with the Israelis, we are working with the Palestinian Au- 
thority to try to bring about a better situation in Gaza. But on a 
day to day basis we work to try and alleviate the 

Ms. Lee. Is there anything we can do to help. 

Mr. Jackson. Ms. Lee, your time has expired. 

Ms. Lee. Okay. If we get a second round. 

Mr. Jackson. Mr. Knollenberg. 

AZERBAIJAN AND NAGORNO-KARABAKH 

Mr. Knollenberg. Thank you, Mr. Chairman. 

And welcome, Madam Secretary, appreciate your being here and 
appreciate what you do. You have obviously heard of this situation 
and I am going to discuss the situation with Azerbaijan and 
Nagorno-Karabakh. And as you know, of late there has been a 
ratcheting up of not just rhetoric but also threats by the Azer- 
baijani individuals. And this is the worst cease fire violation in 
over ten years. And I think just this last week eight people were 
killed, allegedly. 

To me this is not acceptable and it is something I wanted to work 
with you on in any way that we can to work at in fact dis- 
continuing military funding for Azerbaijan under the circumstances 
taking place. I have had discussions with your staff and they have 
been very, very level about things. They have been very diplomatic 
as well, which they should be. But I am also concerned that noth- 
ing is taking place here with respect to challenging not just the 
rhetoric but the threats. And some of these in the last week have 
been very, very substantial, it is almost like when we talk about 
our friend Aleyev — and I knew his father by the way and I have 
been to visit him and I do not think his son is any different — but 
in any event he is saying literally that they are buying military 
equipment and they have increased their military force by eight 
times in the last several years. So they are not really talking about 
the war on terror, what they are talking about is a regional war 
of some kind that they would like to get into with Armenia. 

And I strongly believe that instead of using this funding to help 
in the war on terror they are gearing up for, as they say, a regional 
war. So I want to hear what plan you might have or what the Ad- 
ministration position might be on Aleyev’s hatred-filled statements 
and his blatant acts of war against Armenia? 

Secretary Rice. Well, we have certainly tried many, many times 
even during my tenure to resolve the Nagorno-Karabakh situation. 
And we thought we were close a couple of times and we could not 
quite get there. And we do address the parties, and in this case 
when the rhetoric gets like this then we send warnings about what 
it would mean if this were to create circumstances of the kind that 
you talk about. 

We have problems right now, unfortunately, on both sides. I am 
sure you know, Congressman, we have been very concerned about 
the state of emergency in Armenia. And we have had to say to Ter- 
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Petrosian that it is really very important that the state of emer- 
gency be lifted so that we can resume some of the aid programs 
that we have in Armenia. So, yes, we are very concerned about the 
heating-up rhetoric. But I think the way to do it, the way to deal 
with this is to try to maintain open channels to both sides and to 
try to bring them to a solution. 

The solution actually is in sight and there has been a lot of good 
work done through the group that had worked on this, which in- 
cludes Russia and so forth. 

Mr. Knollenberg. Are you saying a solution is in sight? 

Secretary Rice. I am saying that there is a solution we believe 
that they both ought to be able to take. It is not that they are 
about to take it. I did not mean in sight in the sense that they are 
about to take it. 

Mr. Knollenberg. The reason that I bring this up is because, 
and as I say it is the worst breach in over ten years. And as I say 
allegedly these people were killed. I believe that most of those that 
were allegedly killed were Azerbaijanis and not Armenians. And I 
know of late, in fact I have got a statement here which I believe 
to be relevant and I believe to be also up to date, is that as recently 
as March the, what is it here, March 3, 4, 5 and on the 6th and 
the fact is that right now they cannot even guarantee the medi- 
ators safety to move into that section of the world. And it seems 
to me that this man Aleyev has been making threats. And he has 
also said them, made them recently in the last couple of weeks. 

So I wonder how that rhetoric hits obviously the Administration 
and yourself in your position? As I say, your people have been very, 
very open with me but I do not see any solution evolving, I do not 
see an outcome that looks acceptable in the immediate future. 

Secretary Rice. Well, in the immediate future I do not think 
Nagorno-Karabakh can be solved, I agree. My point is that we have 
been close several times. And the solution is not unknown. In fact, 
it was down to one question about a particular passageway just a 
couple years ago. 

And so we will continue to try to work that. But I just have to 
emphasize we have problems on both sides right now and we are 
trying to make sure that both sides act responsibly in terms of 
rhetoric and also in terms of domestic policy. 

Mr. Knollenberg. Which I know is a very, very tough job. But 
it seems to me that — and I was not the least bit kidding about re- 
moving their funding, their military funding because if Azerbaijan 
is building up to a point that they have also said that they would 
move into Armenia and challenge them whenever they wanted to 
because they have an economic situation that is stronger, far 
stronger than Armenia and in time they probably could put a mili- 
tary organization together that would march in and take over. Now 
that is not the outcome any of us want. But I am really concerned 
about that and that is why I am suggesting that we take away 
their military funding, at least threaten it because they are threat- 
ening Armenia. 

Secretary Rice. Well, I think right now, Congressman, we believe 
that the best approach is to continue to try to get both sides to act 
responsibly, to keep our aid programs in place to the degree that 
we can. Again, we have had to suspend some in Armenia. But to 
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keep them in place, to keep working with the parties to see if we 
cannot do this. 

The way that we get this resolved is to resolve the Nagorno- 
Karabakh. 

Mr. Knollenberg. Yes. Well, I appreciate that very much be- 
cause that is something we will be looking at very closely because 
many of us are ready to obviously maybe do a more drastic thing 
but certainly to get attention. So thank you, whatever we can do 
to communicate with you on this issue we will. And thanks again 
for the help of your staff. 

Secretary Rice. Thank you. 

Mr. Knollenberg. Thank you. 

Mrs. Lowey [presiding]. Mr. Chandler. 

AFGHANISTAN 

Mr. Chandler. Thank you, Madam Chairman. 

Madam Secretary, I believe that our decision, our country’s deci- 
sion to go into Iraq caused us to take our eye off the ball in Af- 
ghanistan. And I am very concerned about the situation in Afghan- 
istan. It appears to me to be somewhat intractable. There are a lot 
of reports, not all the reports but many reports suggest that the sit- 
uation is deteriorating there. My main concern is the fact that Al- 
Qaeda has what amounts to a safe haven in Waziristan in the trib- 
al areas. And what I would like to know first of all is are you 
pleased with the Pakistani efforts in Waziristan? What can we do 
in that arena to deal with that safe haven? I do not think Afghani- 
stan will ever be fixed until we deal with that problem. And do you 
believe that the Pakistanis are doing whatever they can to solve 
that problem? 

Now, the second question I have has to do with Tunisia. Tunisia 
is an ally of ours, a strong supporter. They have made many 
strides in a lot of different areas, including the areas of women’s 
rights and so forth. They are an important ally in a region. All you 
have to do is look at the map and you can see that it is important 
for us to have Tunisia on our side. Yet when you look at the 2009 
budget request it calls for something in the neighborhood of a 60- 
plus percent cut in our aid to Tunisia. We are not talking about 
much money that goes to Tunisia in the whole scheme of things 
relatively speaking. It looks to me like it amounts to a symbolic 
poke in the eye to the Tunisians. And I would like you to address 
that. And I would hope that you could revisit that. 

Secretary Rice. Thank you, Congressman. 

On Tunisia we believe that what we try to do is we try to assess 
what the needs are at any particular time and to meet them to the 
degree that we can. And the programs that we are running in Tu- 
nisia are not so much in terms of sort of basic development and 
programs. We have a lot of programs with them in rule of law and 
democracy building. And it is a good, in some ways a good relation- 
ship. It has had its ups and downs even since I have been sec- 
retary. 

But I think that what we try to do is to determine what we be- 
lieve is really needed there and then to meet that need. And we 
believe that is the case in Tunisia. But if you would like I will get 
you a more, fuller 
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Mr. Chandler. Well, the biggest cut is in FMF spending. 

Secretary Rice. Yes. 

Mr. Chandler. And it is, in my view it is very symbolic. And the 
Tunisians are not at all happy with it. And it really is such a rel- 
atively small amount of money and I am having a hard time under- 
standing. 

Secretary Rice. I understand. We assess what we believe they 
need on the FMF side and what we can do on the FMF side. And 
we try to meet those needs. We obviously have competing budg- 
etary pressures in other places. 

But, Congressman, I will look again and I will get back to you. 

In terms of Afghanistan, I was just in the south of Afghanistan 
in Kandahar. And we are — there are two things — and I will return 
to Waziristan in just a moment but there are two things that we 
do need to do very urgently in Afghanistan. One is that the quite 
substantial counterinsurgency effort that is being carried out there 
by NATO forces needs to, the Canadians in particular need a part- 
ner there. And we have worked very hard to get them one because 
Kandahar, Helmand, that area is one of the toughest areas, it is 
the heartland of the Taliban. 

The NATO forces are fighting well there and when the Taliban 
comes at them the Taliban loses. The Taliban has therefore gone 
to tactics of trying to intimidate the population using force against 
innocent people. And that means you have to worry about after 
clearing an area holding it and then building in it, the kind of clas- 
sic counterinsurgency effort. 

And on the build side the international effort is just not very well 
coordinated which is why Secretary General Bond has just named 
a coordinator for international assistance. And so that is a very ur- 
gent task in the Kandahar region. 

WAZIRISTAN 

As to Waziristan, we have been consistent in talking to the Paki- 
stanis about how they can do more and how we can help them to 
do more. I think it is important to recognize that North Waziristan 
has never been governed in effect. It is an area in which state 
structures are very weak, a kind of classic ungoverned area in 
which terrorists can take hold. It is a border that is very difficult 
to deal with because there are relations across, and I mean familial 
relations across that border. We worked with the Afghans and the 
Pakistanis to try to mobilize tribal support through a local, through 
Loya Jirga to deal with both sides of the border. But ultimately the 
capabilities of the Pakistanis are going to have to get better to deal 
with the Waziristan problem. And that 

Mr. Chandler. Are you satisfied with their efforts? 

Secretary Rice. I believe that everybody could do more. But I will 
tell you I think it is not just a problem of will, I think it is a prob- 
lem of capabilities in Waziristan. It is a tough 

Mr. Chandler. Is it also a problem of will? 

Secretary Rice. I believe that they know that they have to do 
something about Waziristan. I feel strongly that they — we are in a 
better place about this than when they tried to make a deal essen- 
tially some time ago which I believe did not work. And we were 
clear that we would see if it worked but I believe it did not work. 
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And I believe the Pakistanis now understand that they have to 
take a different tack there. But getting the capabilities there is not 
an easy matter. 

Mrs. Lowey. Mr. Kirk. 

Mr. Kirk. Thank you, Madam Chairwoman. 

I just want to say while you were gone our colleague Mr. Jackson 
was here, I know was the epitome of decorum and did a good job 
in your absence. 

Madam Secretary, first of all I want to say how much I support 
the Merida Initiative. And since I come out of the WHA side of the 
State Department it is good to see a new effort and, in reality, may 
make the most difference for a larger number of Americans than 
almost any other foreign policy initiative, and want to help you on 
that. 

Secondly, to thank you working with your team and Sandy Randt 
on expanding our diplomatic footprint in China. I am particularly 
worried that the new embassy there is going to be maxed out and 
to keep the old embassy structure and to fuel the continuation of 
the expansion of U.S. government, especially the Consumer Prod- 
uct Safety Commission. I was pretty hard on them in a hearing 
yesterday because the State Department has opened a door for 
them to house them for inspectors to protect U.S. goods and con- 
sumers. My problem now is getting them to deploy. But Sandy, 
your team in Beijing has done a very good job. 

I also want to say your team has been very good working with 
us on what could be a major upgrade in the missile defense of 
Israel that I hoped the President could announce in May. And we 
have been working with your deputy John Negroponte and John 
Rude, Secretary Gates and Deputy Secretary Englund, and espe- 
cially Defense Minister Barak on that. And so just your team has 
been very excellent. And I hope we can make this commitment in 
May? 


IRAN 

I did want to ask you about Iran though. I am very close to Ad- 
miral Fox Fallon. And sad to see his departure, et cetera. And I 
think we both agree that there is poor to no good military options 
with regard to Iran and, therefore, the U.N. multilateral diplomacy 
route which you have been pursuing has been a very good one. And 
I congratulate you on three U.S. Security Council resolutions on 
that. 

My worry is on the other side of the multilateral house which is 
just three blocks from the White House is the headquarters of the 
World Bank. And I think most Americans do not want any conflict 
with Iran but we also do not want to subsidize the Iranian govern- 
ment. Now, the U.S. subsidizes 20 percent of the World Bank. I do 
not think that most people know that in 2005 the World Bank cut 
a $49 million check to the government of Iran. In 2006 they cut a 
$166 million check to Iran. In 2007 they cut a $220 million. So U.S. 
taxpayer support through the World Bank to the government of 
Iran is accelerating. That is $425 million in U.S. and allied money 
going directly to the Iranian Finance Ministry with some fairly hi- 
larious technical problems that we designated the principal bank 
that was handling these transfers as a state proliferator, we are on 
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the edge of designating their Central Bank as a state sponsor of 
terror. So I am not exactly sure how the World Bank check clears 
even. 

And we have $818 million pending that will go three blocks away 
from the White House to the government of President 
Ahmadinejad. So has this come up on your radar screen? Because 
certainly from President Ahmadinejad’s viewpoint he has three 
U.N. Security Council resolutions condemning him and then he 
gets a check for $435 million signed in Washington, D.C. 

Secretary Rice. Well, it has come on my radar screen, Congress- 
man. We have really opposed non-humanitarian assistance to Iran 
from the World Bank. And we have lobbied about it. And my un- 
derstanding is that since 2005 there have been no new commit- 
ments to Iran which is a good space. Now, some of this will play 
out over time from former commitments or from humanitarian 
commitments. We have not stood in the way of purely humani- 
tarian commitments, as the U.N. Security Council does not. But I 
do not think that with the exception of humanitarian assistance, 
the World Bank should not be involved with Iran. 

Mr. Kirk. Thank you. I just I think we are sending a bit of mixed 
message. And a discussion with you and Bob Zoellick might help 
because you are winning in the U.N. Security Council. 

And so I want to raise one other issue though which is regarding 
Afghanistan. Last year when we talked you said, you know, we are 
doing work to designate the Taliban as a foreign terrorist organiza- 
tion. And right now we have a split in the administration over 
whether to issue that designation or not. We saw a record poppy 
crop in 193,000 hectares and the 2008 U.N. summary says that the 
cultivation is almost completely concentrated in Taliban-controlled 
areas fueling the insurgency. About 1,700 attacks out of these 
areas against Afghan civilians and our NATO allies. 

The DEA has told us that it would be of great assistance to them 
to have this foreign terrorist designation because we would like to 
start taking down Afghan narco-drug kingpins as we have been so 
successful in many other countries like Colombia, Ecuador, Bolivia, 
and even Pakistan where the poppy crop has gone to next to zero. 
Tell me how you are doing because I think this would be a good 
upgrade for DEA and to get the Taliban designated as a foreign 
terrorist organization. 

Secretary Rice. Well, Congressman, the Taliban is of course al- 
ready designated under U.N. Security Council resolutions and 
under our own executive order. And we have thought that we — I 
continue to look at it and I continue to personally look at the, it 
is not a question of whether the Taliban is an organization, a ter- 
rorist organization, that is not the question. The question is wheth- 
er this particular designation, given that we already have the Secu- 
rity Council designation and the executive order, would actually 
help matters given that we are trying to fight a counterinsurgency 
war in Afghanistan with the support of Afghans. And so that is the 
issue. And we have to weigh whether there would really be an ad- 
ditional, any additional power from doing an 

Mr. Kirk. I understand the reconciliation process, you know, but 
I would hope that we would at least be empowering DEA to execu- 
tive a kingpin strategy. 
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Secretary Rice. Absolutely. 

Mr. Kirk. Right. And we have not yet identified who the king- 
pins are and I think that would be a good step. 

Thank you, Madam Chairman. 

Mrs. Lowey. Ms. McCollum. 

Ms. McCollum. Thank you, Madam Chair. 

Madam Secretary, there are some requests in the fiscal year 
2009 budget which are encouraging and others which are less so. 
One area that I found very discouraging is the $259 million cut to 
the immigration refugee assistance. This is a moral failure. At a 
time when the demands of Iraq refugees in Jordan, Syria and Leb- 
anon, millions of refugees and displaced persons from conflicts 
across Africa and the globe increasingly go unmet. 

I was in Jordan and Syria last year and I listened to a number 
of stories of Iraqis who are rightfully expecting aid and help from 
the United States. In a conflict where so much has gone wrong we 
must commit ourselves to getting this right. The future of Iraq is 
waiting outside of its borders and it is running out of time. So I 
would like you to talk about that. 

I also am glad to see that the Administration is advancing pro- 
posals to address the serious threat of transnational crime in crimi- 
nal youth gangs in Central America and Mexico. I want to see 
more money going to gang prevention activities in Honduras, El 
Salvador, Guatemala, Nicaragua. You have recreated the imbal- 
ances in Plan Columbia that this committee acted last year to cor- 
rect. And so I would like you to talk about that a little bit. 

But I am also concerned about the $1.1 billion requested for the 
Merida Initiative in the supplemental and in the regular budget. 
It appears that only $5 million is set aside for gang prevention ac- 
tivities, that is less than 1 percent invested in prevention and long- 
term solutions. And we know the devastation that these gangs not 
only create in the countries there but right here with many fami- 
lies here in the United States. 

I see plus-ups for development assistance in El Salvador, Guate- 
mala, Nicaragua and Honduras, but together these increases are 
less than $50 million in a $1.1 billion request. Again that is less 
than 5 percent for total prevention. So I would like some under- 
standing from you about what is going on with the imbalance. 

Madam Secretary, I realize you are asking for my support on this 
but many of us in the committee feel that we need more detailed 
information, myself in particular. So I need to be able to under- 
stand better the commitment that you are asking. And I can sub- 
mit some questions in detail to you and you can have someone from 
your office get back. 

Secretary Rice. Yes. Well, I am happy to do that, Congress- 
woman, if you want to give me more detail. 

Ms. McCollum. I will. 

Secretary Rice. I did not understand the point about Plan Co- 
lombia. Could you just repeat what it was? 

Ms. McCollum. Well, this committee redirected a lot of, a lot of 
the 

Secretary Rice. Oh, from security assistance. 

Ms. McCollum. Right. 

Secretary Rice. Yes, okay. 
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Ms. McCollum. And so we saw it go back again. And we should 
be having a conversation I hope where we are moving forward to- 
gether rather than going back and recreating imbalances. 

But if I could close with this and maybe ask you to speak to this 
first and then the refugee crisis. This week’s announcement of the 
expanded Israeli settlements in the West Bank is a blow to your 
mission in that region. This expansion is unacceptable because it 
violates the roadmap. Madam Secretary, I am looking for clear, un- 
ambiguous position on continued Israeli settlement expansion. I 
want you to be explicit about this Administration’s position on the 
continued settlement expansion on the West Bank. And can you 
give me assurances that no U.S. funds in this budget will be used 
to facilitate or enable or to secure the expansion of Israeli settle- 
ments in the West Bank which violates the roadmap? 

REFUGEE ASSISTANCE 

Secretary Rice. Thank you. First, let me address the refugee as- 
sistance. We in fact have a significant increase in refugee assist- 
ance, but we are looking at those needs, and this is also the kind 
of issue that we sometimes deal with in supplemental appropria- 
tions funding, because it is a process where not everything can be 
anticipated in an 18-month budget cycle. I might note too that of 
course we have an emergency fund for refugee matters that we do 
tap from time to time. So I assure you it is a very high priority, 
and we are making certain that it is adequately funded. 

LATIN AMERICA 

As to the questions concerning Latin America, Colombia, Merida, 
et cetera, the Merida Initiative has been worked out with the Mexi- 
cans and with the Central America portion with the Central Ameri- 
cans to put together a balanced initiative that deals with the crime, 
drug, gang-related activities that, frankly, are threatening to desta- 
bilize significant parts of both Mexico on the border and Central 
America, and the flow upwards from Central America into Mexico 
of those violent activities. 

And so, it is a package, and it has been put together in consulta- 
tion with the Mexicans. There will be more work to be done on it, 
and it is a multi-year initiative, but I am sure that as we get expe- 
rience with the Merida Initiative, that there will be questions 
about, perhaps, the redistribution or whether or not there need to 
be more funds to certain kinds of activities, but I just want to as- 
sure you, we have worked this with, and will continue to work this 
effort with the Mexicans and with the Central Americans. 

I believe it is one of the most important initiatives that we have 
had, because both for the United States and for the populations, 
this increasing gang activity, violent gang activity, is extremely 
troubling, and I think it is why you are going to see some things 
in cooperation with Mexico that would have been really unthink- 
able just a few years ago, and so it is a very serious initiative. 

As to Plan Colombia, I have to say that I think Plan Colombia 
has been a real bipartisan success, and I was just in Colombia just 
a little while ago, and what you see is, security matters, and yes, 
development matters, but the Colombians are doing a lot of the de- 
velopment themselves. Medellin is an amazing place for the efforts 
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that they are making in development, but security matters, and we 
have worked with the Colombians, not just the balance between se- 
curity and economics, but also the balance in what Colombia itself 
can put into the problem. 

Now, Colombia’s economic development is going to be helped 
most by the passage of the FTA that we now have negotiated with 
the Colombians. That will do more for Colombia than all of the de- 
velopment assistance you could possibly fund, and so I just strong- 
ly, again, would 

Mr. Jackson. Ms. McCollum. 

Ms. McCollum. Madam Secretary, if you could answer my last 
question. This is not Ways and Means, and we will do the trade 
there. 

Mr. Jackson. Ms. McCollum. 

Ms. McCollum. My time is running. 

Secretary Rice. Well, I consider the trade, Congresswoman, to be 
part of the package of dealing with Colombia’s economic develop- 
ment, and that is my point, but the security assistance is nec- 
essary. That is really what has made Colombia come back from the 
brink of a failed state. That is what is allowing them to go forward 
with the demobilization of the paramilitaries and to begin to erode 
the capabilities of the FARC. 

Mr. Jackson. I understand that the Secretary has approximately 
25 more minutes of time with our committee, so we have time for 
a brief second round. 

Ms. McCollum. Mr. Chair. 

Mr. Jackson. Ms. McCollum. 

Ms. McCollum. I did ask the Secretary to submit the Latin 
American questions, to have someone come to my office and answer 
that. 

Secretary Rice. Yes. 

Ms. McCollum. And she chose to use time to explain it orally 
rather than answer the question I did ask her about, and that was 
the settlements. 

Mr. Jackson. Madam Secretary. 

Secretary Rice. I am happy to answer that if I may. I am sorry, 
I just forgot, Congresswoman. Yes, I am happy to speak to it and 
I have spoken to it publicly, that the United States considers the 
expansion of settlement activity to be not consistent with Israeli 
obligations under the Roadmap, and we have made that very clear, 
and I have also said that it is certainly not helpful to the peace 
process. 

There is a process we have set up for dealing with Roadmap obli- 
gations of both sides, which General Fraser is going to hold that 
trilateral this week, and I can assure you that we are following 
very closely to assure that U.S. dollars are not being used to sup- 
port the settlement activity. I am sorry, I did not intend to ignore 
the question. 

Mr. Jackson. Mr. Wolf. 

Mr. Wolf. Thank you, Chairman. 

Madam Secretary, when I asked the other question, I briefly 
mentioned the issue of human rights and religious freedom, and on 
the issue of Sudan and Darfur, I believe it will take actions beyond 
where the administration has been to date to deal with this issue. 
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I think the key to unlocking the problem in Darfur is really in Bei- 
jing. I, when Mr. Negroponte was here, made the comment that I 
am going to offer an amendment to prohibit federal employees to 
go to the Embassy from — the using our embassy with regard to 
going to the Games. 

But is there more that we should be doing with regard to putting 
pressure however you want to put it? With regard to China, is 
there more that we should be doing with regard to getting some 
change with regard to the current circumstances in Darfur? It is 
been going on now for five years. I acknowledge, you know, the 
President has spoken out about it, done a lot on that issue. Nobody 
has to be defensive on that issue. I acknowledge it, but I think you 
are coming to the end, and clearly, I think, after the Olympics are 
over in August, the opportunity to get the Chinese to do something 
dramatic with regard to bringing that to an end will pretty much 
cease. 

The human rights conditions have gotten worse in China, even 
all the activity has not made that much difference, but they do care 
about this, as Mia Farrow calls it, the Genocide Olympics. Can you 
tell us what you think you are going to do, or the administration 
will do, with regard to China and Darfur, or what you plan on 
doing? Is it something bold? I know you have Rich Williamson who 
seems like a pretty good person. 

Something different. I mean, you have tried so many things. It 
has not been successful. You saw the New York Times the other 
day. The bombing of the Antonovs are now continuing. What are 
your ideas of dramatic, bold activity can be done to bring this to 
a conclusion, and what activity can you do with regard to China 
that gets China to put pressure on the Khartoum government? 

Secretary Rice. Well, Rich Williamson has just been, has been 
out there, and we are going to try to support his efforts on the 
peace process as a part of trying to solve this, and also trying to 
bring some pressure from the south. One of the advantages of the 
CPA, of which you were very supportive, Congressman, is that with 
the CPA on somewhat firmer ground now, the comprehensive 
agreement on somewhat firmer ground, and with the SPLM again 
being a part of or working within the government structures, they 
do have an interest in the resolution of Darfur, and so we are hop- 
ing that that can help with the internal Sudanese problem. 

But you are frankly right. The international community has not 
done enough, and it needs to do more. The Chinese, the President 
has talked to President Hu. I have talked to Foreign Minister 
Yang. We have gone at this and at this. I think the Chinese have 
done something to help improve the situation, but we will continue 
to press them to do more. They are not alone. One of the problems 
that we have is that when Bashir wants to be African, he is Afri- 
can, and when he wants to be Arab, he is Arab, and he tends to 
play off the Arab League card a little too much, and so I have spent 
a good deal of time, actually, with Arab leaders, recently with 
President Mubarak when I was in Egypt, saying that they really 
have to put pressure too. 

So China is part of the problem, but so too, the Arabs need to 
do more, and we need to take this status of forces agreement that 
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Ban Ki-moon believes he has now with Bashir and make sure that 
those forces get in. 

Mr. Wolf. Well, we cannot solve it here, but I think it is going 
to take something bolder than that. The Khartoum government will 
not even allow our containers in to begin to construct our embassy 
in Khartoum, and if they are not going to allow containers in — that 
is been going on for a year to year and half and they are arguing 
about visas. This is the same group of people that basically allowed 
Osama bin Laden to live in Sudan from ’91 to ’96, so I think it 
would take bold action, whether it be a no-fly zone, I think you 
ought to bring the best minds together. 

Five years is a long time. It is longer than World War II, and 
it is continuing to go on and now it is escalating again, and so I 
think it will take — and you do not want to leave here knowing that 
this is still a problem. You are going to regret it. You will just say 
over and over when you are out there in Stanford, you are going 
to say, why did — I mean, so we will be successful, but just some- 
thing dramatically bold to make the difference. I beg it. 

The other issue, and this whole five-minute time thing is just out 
of control. How do you deal with these issues in five minutes? And 
I think the witness 

Mr. Jackson. Mr. Wolf, I have just been informed that the Sec- 
retary has even less time than we expected, and if we are going 
to have a successful second round, it is going to be even less than 
five minutes. So let me allow the gentleman an opportunity to ask 
some questions. 

Mr. Wolf. Well, it really is not a very great way of developing 
foreign policy, but I will say this. Madam Secretary, I sent you a 
letter earlier this week asking for your help with the Iraqi govern- 
ment regarding the recent news that Chaldean Catholic Archbishop 
Paulos Rahho of Mosul has been kidnapped, and the Iraqi Chris- 
tians are having a very tough time. 

Secretary Rice. Well, on the latter, this is an issue that we do 
work with the Iraqi government in terms of the ability of all people 
to worship in Iraq. It is one of the reasons that we believe the over- 
throw of Saddam Hussein was important, and they have got to de- 
liver on that. In terms of the Archbishop, everybody is working at 
it, Congressman. Everybody wants to find a way to get him re- 
leased. 

Mr. Wolf. Thank you. 

Because of time constraints, I am going to limit, at the staffs re- 
quest of Mrs. Lowey, the remaining questions by members to one 
question. The Secretary, I understand, has to leave in approxi- 
mately eight minutes. 

Let me start by saying that I want to strongly support the ad- 
ministration’s supplemental requests for CIPA, Public Law 480 and 
ESF to south Sudan, but I think the request still falls several hun- 
dred million dollars short of the current emergency need in foreign 
operations. The supplemental request that we are discussing today 
was first presented to us over a year ago on February 6, 2007, and 
at that time, the administration requested 3.301 billion in state for- 
eign operations. 

The request was subsequently amended on October 22 when the 
administration requested an additional 3.596 billion for a total of 
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6.87 billion. In the past four years, OFDA, the Office of Foreign 
Disaster Assistance, has required 550 million, Madam Secretary, 
and despite the administration’s pressure to adhere to the strin- 
gent budget requests, Congress was able to provide an additional 
430 million in FY 2008, 110 million of it designated as emergency 
funds. 

However, according to your supplemental budget request, there 
are no new funds requested for OFDA. Again, according to many 
NGOs that have contacted our office, they need OFDA funds to ad- 
dress funding shortfalls for ongoing humanitarian crises in Sudan, 
the DRC, Afghanistan, and to prepare for a volatile situation in 
Chad, Kenya and Somalia. Madam Secretary, will you work with 
us to make sure that there are sufficient OFDA funds in this re- 
quest? 

Secretary Rice. We are looking at a number of the humanitarian 
issues in the supplemental request, including also food assistance, 
which has gone up, as you recognized, significantly because of the 
dollar, and so we are working on a number of these issues. I think 
we will be all right on the disaster relief, but I will get back to you, 
Congressman. 

Mr. Jackson. Mr. Knollenberg. 

Mr. Knollenberg. Thank you, Mr. Chairman. 

This will be just a brief question, but it is on the international 
community should agree that without Arab nations’ support, the 
peace process between Israel and the Palestinian Authority will 
fail, and in that regard, this is undermining the peace process. 
Also, what are we demanding from the leaders of, say, the Arab 
states, particularly Saudi Arabia and Egypt, to ensure that they 
continue to support the peace process, and further, what is being 
done to ensure Hamas and Fatah do not enter into a governing 
agreement? Those two points, if you will. 

Secretary Rice. Yes, well, Abu Mazen has been very clear about 
the last of those, that he considers Hamas to have launched an ille- 
gal coup, and they would have to undo that before he had any in- 
terest in talking with them. In terms of the Saudis and the Egyp- 
tians, we want them to give economic support. They have pledged 
it. 

Mr. Knollenberg. They have pledged it, but are they doing any- 
thing? 

Secretary Rice. We would like to get more of it flowing — some of 
it is, actually, flowing to Salam Fayyad. I think it is important to 
say that, but more of it needs to — and political support, because 
when and if we are fortunate enough that there is actually an 
agreement, then Abu Mazen is going to need the support of the 
Arabs to make that agreement, to make the kinds of compromises 
that he is going to need to make in order to get an agreement. 

Mr. Knollenberg. Okay. I have some other questions, but I will 
yield to the Chair, Madam Chair, for her concluding remarks. 
Thank you very much. I appreciate you being here. Thank you. 

Mrs. Lowey. I am going to take the liberty, if I may, of giving 
Mr. Schiff a minute to ask a quick question, Ms. Lee a minute, and 
then I will conclude. Is that okay? Thank you very much. 

Mr. Schiff. Thank you, Madam Chair. 
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Just to put a finer point on the questions if I had been around 
earlier, and will follow up with you. State Department spokesman 
Sean McCormack stated in October of last year that in every single 
case where companies’ actions have triggered the Iran sanctions, it 
has been looked into. So if we could work together, if you could let 
me know and the committee know what actions were taken as a 
result of those findings. Under the same act, the President was re- 
quired to publish in the Federal Register a list of all significant 
projects that have been publicly tendered in the oil and gas sector 
in Iran. That has not happened since 1997, and I would ask if you 
could provide the committee with an updated list. 

JORDAN 

My short question is about Jordan, about our funding for Jordan. 
Can you tell us very quickly what efforts you are making to get the 
Gulf states, the Saudis and others, to help Jordan financially, given 
what it is facing? 

Secretary Rice. Yes, we do make those efforts. I will not name 
them by name because they are pretty quiet efforts for obvious rea- 
sons in the region, but yes, we do make those efforts to have people 
help Jordan. I think some of that help does come through, but 
probably the most important thing we have recently done for Jor- 
dan is to help them with their debt buy-back, which has really 
saved them a lot of money. 

Mr. Schiff. Thank you, Madam Secretary. 

Thank you, Madam Chair. 

Ms. Lee. Thank you, Madam Chair. Following up on my question 
earlier, I just wanted to find out if Congress could do anything to 
help in terms of the delivery of goods and services to Gaza to ad- 
dress the humanitarian concerns and crisis. You mentioned some 
of the things you were doing. And then secondly, I just wanted to 
verify that you agree with what the Ambassador said with regard 
to those resolutions that authorize the use of force against Iraq, 
and any country, really, the resolution of September 2001 and the 
resolution of 2002. 

Ambassador Satterfield said in his hearing with Chairman Ack- 
erman that he felt that that did provide for an open-ended agree- 
ment to continue with combat operations until the next 

Secretary Rice. Well, I can only speak to the President’s author- 
ity, and the President has the authority, we believe, to continue the 
operations. 

Ms. Lee. Okay. 

Secretary Rice. Secondly, on what can be done to help, I think 
you are helping, providing — we have been able to get the assistance 
bumped up when we have needed to. Sometimes it requires re- 
programming, because we often are dealing with a circumstance in 
which things change on the humanitarian side, and you have been 
very amenable to those requests. 

Ms. Lee. Thank you very much. 

Thank you, Madam Secretary. 

Secretary Rice. Thank you. 

Mrs. Lowey. Thank you very much, Madam Secretary. I wanted 
to conclude on an issue that there has been increasing concern 
about in the Congress, and that is the role of the Defense Depart- 
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ment and the role of the Department of State, and as you probably 
know, the Defense Authorization Committee, as well as the Foreign 
Aid Authorization Committee, are focused on it and we have had 
some joint meetings, and almost every think tank in Washington, 
D.C. and around the country are focused on it. 

So if I may just make a few points, and briefly, you can respond 
and then submit the rest in writing. In 2000, you stated in a For- 
eign Affairs article that “We do not need to have the 82nd Airborne 
escorting kids to kindergarten,” but the Department of State has 
in practice ceded many of the responsibilities and authorities of for- 
eign assistance, particularly security assistance, to the Department 
of Defense. 

While there are certain situations where it makes sense to the 
military to provide assistance, such as after a massive natural dis- 
aster or in the immediate aftermath of combat operations, a pro- 
longed and expanded mandate for the military to conduct humani- 
tarian and reconstruction programs is neither in the interest of the 
military nor the broader interest of the nation. We do not need to 
burden an already stretched military to assume a greater responsi- 
bility for foreign aid. 

Furthermore, in matters of security assistance, while it may well 
be the military that provides the expertise or the training or man- 
ages the procurement of military equipment, it is the Secretary of 
State that manages the overall relationship between the United 
States and the recipient countries, and any assistance, including 
military assistance, must fall squarely under the foreign policy di- 
rection of the Secretary of State, and as such, as you know, you are 
answerable to this subcommittee for your funds and additionally to 
the House Foreign Affairs Committee and Senate Foreign Affairs 
Committee for your authority. 

Yet increasingly, funds are supplied through interagency trans- 
fers that circumvent the will of this subcommittee or a program by 
the Department of Defense. So if you can respond, either now or 
at another time, depending on your time, if you could submit to 
this committee every instance in the past two fiscal years where 
the Department of Defense exercised authority provided under Sec- 
tion 1206 of the Defense Authorization Act, I would like to know 
the country, the dollar amount, the purpose of such assistance, and 
the interagency clearance process, specifically if you approved each 
such use of this authority. 

INTERAGENCY TRANSFER 

Secondly, I would also like to know every instance in the last two 
fiscal years in which you received interagency transfer of funding 
under Section 1207 of the Defense Authorization Act, again, the 
country, the dollar amount, the purpose of such assistance. And I 
would like to know how much assistance is being provided by the 
Defense Department under the other authorities in the Defense 
Authorization Act, Section 1033 relating to authority to provide ad- 
ditional support for counter-drug activities of Peru and Colombia, 
as well as Section 1004 which further expands support for counter- 
drug activities, Section 2249[c] of Title 10 which provides authority 
to fund education and training of foreign military and other gov- 
ernment officials, under the Regional Defense Combating Ter- 
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rorism Fellowship Program, Section 2561 of Title 10 which provides 
authority to provide humanitarian assistance. 

So basically, what I would like to know, and you can just make 
a brief statement and obviously submit the rest for the record, are 
you consulted every time any of these authorities are utilized? 

Secretary Rice. Well, on 1206 and 1207, I must formally give 
concurrence, and not only have I formally given concurrence, it is 
very often the case that I have been the one who has initiated on 
some of these. I really do think that this works. It is an authority 
that has long been needed. There are just many circumstances 
right now that are crossover between the Defense Department and 
the State Department, for instance, the training and equipping of 
Lebanese armed forces, having to get assistance to the Lebanese 
when they were involved in the conflict with Fatah al-Islam up in 
Narbot. 

So, this does work. This 1206, 1207 authority works. I am not a 
shrinking violet in dealing with the Defense Department on these 
issues, and I think we have had outstanding cooperation, but if I 
could speak to the larger point that you are making, it is absolutely 
the case that if the United States does not update, increase, mod- 
ernize its diplomatic and aid assistance corps, then the military 
will fill the vacuum, because we cannot simply not do these things, 
and that is why the President has requested the additional 1,100 
diplomats, and I think you will find that, in a kind of last sugges- 
tion, we will think that that will need to increase more. 

That is why we have increased the number of USAID officers in 
this request, and it is why the civilian response corps is such an 
important concept for us, because these are things that ought to be 
done by civilians. We just do not have the capacity, we do not have 
the institutional capability to do it right now, and we think that 
the President, in suggesting this new institution, is addressing ex- 
actly the concern that you have. 

It ought to be led by the State Department, but we need the ca- 
pability to do it. 

Mrs. Lowey. Let me just say that I hope we will continue the 
dialogue. There is a great deal of concern on this issue, as I men- 
tioned, from all the various committees, the authorizing and the 
appropriation, and from my perspective as chair of an appropria- 
tions committee, I just wonder why you do not just ask us for the 
money, and if there is adequate planning, you know what you need, 
you know the deficits, and I know we will have a great many more 
conversations about the civilian corps, but my first reaction is, 
when I am in Afghanistan or in other places, USAID is com- 
plaining about the lack of expertise because they do not have suffi- 
cient staff. 

So I just question whether we cannot get the authority to hire 
additional staff, and you have made an important step in that re- 
gard, and whether you will be more successful in the civilian corps, 
rather than hiring people at USAID who have expertise in edu- 
cation, who have expertise in water program, who have expertise 
in other programs. So as you and I know, this is a very long discus- 
sion, and I think I mentioned at the outset, almost every think 
tank is focused on this, in addition to the committees in the House, 
and as there is a transition after the elections, I think your experi- 
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ence based upon — and your expertise and your knowledge of these 
issues would be invaluable, so I would like to consider that dia- 
logue. 

Let me close by just thanking you again. It has really been a 
pleasure working with you. You have been open, direct, you have 
kept us briefed on a whole range of issues. I know from my per- 
spective, Democrats and Republicans, the amount of insight and 
knowledge you need to deal with the whole world is a tremendous, 
tremendous responsibility and challenge, and we wish you good 
luck and continued success, and I am hoping for the remainder of 
the term, we can continue to work together aggressively to face the 
major challenges ahead. 

Thank you so much for being here today. 

Secretary Rice. Thank you so very much, and thanks to the 
members of the committee. 

Mrs. Lowey. The meeting is adjourned. 



Wednesday, April 2, 2008. 


CONTRIBUTIONS TO INTERNATIONAL PEACEKEEPING 
ACTIVITIES (CIPA) AND THE CONTRIBUTIONS TO 
INTERNATIONAL ORGANIZATIONS (CIO) ACCOUNTS 

WITNESS 

KRISTEN SILVERBERG, ASSISTANT SECRETARY, BUREAU OF INTER- 
NATIONAL ORGANIZATION AFFAIRS 

Mrs. Lowey. Good morning. The Subcommittee on State, Foreign 
Operations, and Related Programs will come to order. 

I am pleased to welcome Ms. Kristen Silverberg, Assistant Sec- 
retary of State for International Organization Affairs. But before 
turning to the details of the budget request, I want to reiterate my 
strong support for the important and indispensable work of the 
United Nations. We have an obligation as a leader in the commu- 
nity of nations to strength the economic security and humanitarian 
agencies of the United Nations. 

Assistant Secretary Silverberg, I know how important the inter- 
national organizations and peacekeeping budget is in meeting our 
international obligations and advancing the foreign policy and na- 
tional security of the United States. Today’s hearing focuses on the 
fiscal year 2009 budget request, $3,026 billion in assessed contribu- 
tions and $276.9 million in voluntary contributions to the United 
Nations and other international organizations. This request is a de- 
crease of $171.5 million from the fiscal year 2008 request, including 
the supplemental request, and is at least $700 million short of the 
total projected dues for the United States. 

I am concerned that at a time when the United States is asking 
the United Nations to step up its peacekeeping and assistance ac- 
tivities in high-threat environments such as Iraq, Afghanistan, 
Lebanon and Sudan, the administration is reluctant to provide the 
increased resources these activities require. I am further troubled 
when I hear our Ambassador to the United Nations, Zalmay 
Khalilzad, say any increased costs of those special political activi- 
ties should be offset through savings in other parts of the United 
Nations budget. In effect, you are asking the United Nations to 
fund programs in Iraq and Afghanistan by cutting programs in 
other parts of the world such as in Africa and in Latin America. 

Furthermore, the administration has criticized the United Na- 
tions for its use of supplemental budgets rather than building all 
costs into its regular base budget plan. Shall I count the number 
of supplemental requests we have received from the administra- 
tion? In fact, in fiscal year 2008, the administration requested its 
assessed contributions for the United Nations missions in Iraq and 
Afghanistan as part of the 2008 supplemental request and not the 

(809) 



810 


base budget. How can you criticize the United Nations’ budgeting 
approach as piecemeal when you are doing the very same thing? 

Now, clearly there must be greater efficiencies in the United Na- 
tions budget, and I certainly welcome and applaud the administra- 
tion’s continuing pressure for management reforms. I think it is ab- 
solutely essential for the United Nations to maintain its credibility. 

I am also concerned that the United Nations spends a dispropor- 
tionate amount of time, energy, resources looking for ways to bash 
Israel instead of resolving critical security, humanitarian, and 
human rights challenges around the world. This is particularly 
true of the United Nations Human Rights Council, and I am dis- 
appointed that the United Nations regular budget continues to 
fund this discredited institution. 

With respect to Iran, the United Nations has, with prodding from 
the United States, taken strong measures to sanction Iran’s pursuit 
of a nuclear capability that is in violation of international treaties 
and protocols. It will be important to ensure that the sanctions im- 
posed by United Nations Security Council Resolution 1803 are in- 
deed enforced. 

Ms. Silverberg, I hope you will address in your testimony the 
level of arrears the United States has amassed on our United Na- 
tions dues and the administration’s strategy for addressing them. 
I would also like to hear your assessment of the United Nations 
capital master plan, the project to renovate the United Nations 
headquarters in New York. Given the number of New Yorkers and 
other Americans who work at the United Nations headquarters, as 
well as the thousands of tourists that visit every year, I am con- 
cerned about whether adequate security upgrades are in the plan. 
I would also like an update on the cost implications and the status 
of the United States commitments to the renovation budget. 

In the area of peacekeeping, the President’s request once again 
underfunds the considerable needs. Unless you are expecting the 
emergence of peace worldwide, I would like to know how much will 
be necessary in supplemental appropriations to meet the current 
projected costs. We can agree that United Nations peacekeeping op- 
erations should be closed down as soon as it makes sense to do so, 
but do you really expect the situation in the Democratic Republic 
of the Congo, South Sudan, Liberia and Lebanon to so dramatically 
improve 9 months from now to justify budget reductions for these 
missions of 25 to 30 percent? I find this hard to believe. 

With respect to the United Nations mission in Darfur, deploy- 
ment of the United Nations-AU hybrid force continues to be pain- 
fully slow, and the peacekeeping force remains woefully under- 
equipped, particularly to protect civilians. What are we doing to 
help the mission secure the hardware, transport helicopters, attack 
helicopters, and transport vehicles to adequately cover the vast 
amount of territory it has been assigned? We have been told that 
troop contributions to the force have been somewhat easier to come 
by, but what is the capability of these troops? Are they trained and 
equipped to be more effective than their predecessors in the AMIS 
force? Will support for them be sustained even after they are de- 
ployed? 

Finally, in your testimony I hope you can address the proposed 
reductions to voluntary international agencies such as UNDP, 
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UNIFEM, and UNICEF. Given clear congressional support in the 
fiscal year 2008 act, I fail to see how you can justify cutting the 
UNDP core budget by 23 percent and UNIFEM by 73 percent. 

Assistant Secretary Silverberg, I look forward to hearing your re- 
marks and discussing these concerns in greater detail, but before 
we move to your testimony, let me turn to Mr. Wolf, the Ranking 
Member, for his opening statement. 

Mr. Wolf. I thank you, Madam Chair. I welcome you to the com- 
mittee. They are all important issues. You saw the Wall Street 
Journal piece yesterday about the corruption. Did you see in the 
editorial that this committee in a different life established the 
Gingrich-Mitchell effort at the U.S. Institute for Peace? It seems 
like that has just come for naught. There has not been the aggres- 
siveness on the part of the administration. For those of us who sup- 
port the effort we find it somewhat puzzling that there is not more 
activity by the administration to bring about reform, the whole 
issue over the procurement corruption, and lastly the whole issue — 
and we will get into it in the hearing — hopefully you will talk a bit 
more about it — of many of the countries that we support — and I 
think it is helpful to support the poor, but they turn around and 
they vote against us on issues that the gentlelady mentioned, on 
the issue of Israel, on the issue of human rights, on the issue of 
Darfur. That is almost a free vote. How could anyone be voting 
against us on the issue of trying to stop genocide? Yet it just seems 
administrations come and they go, and nothing ever changes. 

But anyway, I welcome you. You might want to comment on that 
Wall Street Journal piece in your testimony, too, if you could. 

Thank you very much. I yield back. 

Mrs. Lowey. Thank you. 

Assistant Secretary Silverberg, as you know, your full statement 
will be placed in the record. Feel free to summarize your oral state- 
ment. I want to make sure everyone has time for questions, but 
proceed as you wish. 

Ms. Silverberg. Thank you, Madam Chairwoman, and Ranking 
Member Wolf and all the members of the subcommittee. I am very 
glad to be here today to talk to you about the important budget re- 
quest for international organizations and peacekeeping. I will sum- 
marize quickly, and then I think launch straight into some of the 
important questions you have raised. 

But first let me agree enthusiastically with the Chairwoman’s 
statement that the U.N. plays a critical role in nearly all of our 
highest foreign policy priorities. On our efforts to address Iran’s nu- 
clear aspirations, to deploy a peacekeeping force to Darfur, to 
strengthen democracy in places like Iraq and Afghanistan, all de- 
pend in large part on effective action within the United Nations, 
and this budget request is an important part of that effort. 

We are working with the U.N., as you know, to quickly deploy 
a peacekeeping mission called UNAMID to Darfur. It has faced sig- 
nificant hurdles. Khartoum has raised obstacles, both covert and 
overt obstacles, to deployment. The U.N. coordination of the mis- 
sion has been sluggish and bureaucratic, and the international 
community has failed to provide some of the resources essential to 
the mission’s success. We are determined to overcome these obsta- 
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cles, but, of course, frustrated that we are still dealing with them. 
All levels of the administration are engaged in addressing them. 

The U.N. is critical to addressing Iran’s nuclear aspirations. Last 
month we were able to work in the Security Council for a third 
round of sanctions on Iran reflecting the international community’s 
profound concerns and will continue to look for ways to work with- 
in the Security Council and the IAEA on that issue. 

The U.N. is assuming new responsibilities in Iraq and Afghani- 
stan, and that is very welcome. I would be happy to talk to the 
committee in more detail about that. 

We are working on some of our key human rights priorities, in- 
cluding in particular Burma, within the Security Council — we have 
put it on the Security Council agenda for the first time; and, of 
course, the U.N.’s important humanitarian work through the World 
Food Program, UNICEF, UNHCR and other U.N. bodies which are 
helping to feed tens of millions of people, provide immunizations to 
children and to combat HIV/AIDS and other diseases, and we think 
that is essential. 

Just to go straight into some of the issues, Madam Chairwoman, 
you addressed and also Ranking Member Wolf raised — although I 
would be happy to talk in greater detail during the Q&A session. 
We are facing a very difficult time on our budgeting for all of these 
accounts, and in particular you raised the question of arrears. I 
think it is helpful, at least in my mind, to divide these into the dif- 
ferent accounts. 

On the CIO, on our assessed contributions to the U.N. regular 
budget and dozens of other organizations, we have had a practice 
really since the 1990s of deferring payment for a few of those orga- 
nizations, paying at the end of the year. Because of shortfalls in 
our funding between 2004 and now, we further deferred — we de- 
ferred additional organizations as a way of avoiding arrears. Last 
year we exhausted the ability to do that and went into arrears for 
the first time in about five different organizations, and we are con- 
cerned that we are about to expand the number of arrears. This, 
of course, is very bad for both U.S. prestige and influence in the 
organizations, and in some cases it can cause some problems re- 
garding cash flow and other things. So we think it is essential that 
we begin the process of addressing those arrears. 

Obviously in a tight budget situation, we can’t do everything at 
once, but this budget request includes what we think of as a down 
payment on the problem. So we have requested an additional $50 
million to start addressing that issue. 

We also have on the peacekeeping side some very long-standing 
arrears dating from the 1990s of about $500 million, and these are 
mostly the result of a legislative cap then in place on the amount 
of our peacekeeping payments to the U.N. That cap was lifted for 
a few years recently, which allowed us to begin, with Congress’ 
support, to pay back some of those amounts was then reimposed, 
although lifted again for 2008, which we appreciate. But we have 
an additional set of payments due to the U.N. because of that pe- 
riod. 

And then, of course, we have had a shortfall in payments not re- 
lated to the cap. And so we are addressing those issues with the 
U.N. peacekeeping operations. And again, we think it is essential 
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that we fully support U.N. peacekeeping, which, as the Chair- 
woman said, is essential to addressing these conflict situations, 
ungoverned spaces, in Africa especially and around the world. 

And with that I would be happy to take any questions. 

Mrs. Lowey. Thank you. 

[The information follows:] 
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Assistant Secretary Kristen Silvcrberg 
Bureau of International Organization Affairs 
Department of State 

Statement to the House Committee on Appropriations 
Subcommittee on State, Foreign Operations, and Related Programs 

April 2, 2008 

Thank you Madam Chairwoman, Ranking Member Wolf, and ail the 
Members of the Subcommittee. ! appreciate this Committee’s attention to 
the important issues before the United Nations, and am grateful for the 
opportunity to talk with you today about the President’s budget request for 
international organizations and peacekeeping. 


I will ask that my full statement be submitted for the record. 

Madam Chairwoman, the President has requested $1 .497 billion for the 
Contributions for International Peacekeeping Activities (CIPA) account and 
$1,529 billion for the Contributions to International Organizations (CIO) 
account. These requests will allow the United States to pay assessed 
contributions for UN peacekeeping, the United Nations, and 44 other 
international organizations, including NATO, the World Trade Organization, 
and the International Atomic Energy Agency. The President’s budget 
request also asks Congress to lift the 25 percent rate cap on U.S. 
peacekeeping assessments for FY09 and retroactively for the years 2005 
through 2007. We thank Congress for lifting the cap in FY08. 

The President has also requested $277 million for the International 
Organizations and Programs (10&P) account. This request will support 
voluntary contributions to the UN Children’s Fund (UNICEF), the UN 
Development Program (UNDP), the UN Democracy Fund, and nearly 20 
other organizations and activities dedicated to promoting development, 
human rights, gender equality, environmental stewardship, and other 
important goals. 

Looking to the year ahead, we see clearly what's at stake in our support for 
the UN. Progress on promoting human rights in places like Darfur and 
Burma, efforts to support and strengthen democracy in countries like Iraq 



and Afghanistan, to promote stability and justice in Lebanon, and to advance 
development, all depend, in large part, on Durability to secure effective 
action by the United Nations. 

Indeed, the international community is increasingly reliant on the UN to 
maintain security and promote stability in troubled regions. Since 2001. the 
number of authorized UN peacekeepers has nearly tripled to almost 120,000, 
as the Security Council has created large missions in Liberia, the Democratic 
Republic of Congo, Lebanon, Southern Sudan. Darfur, and elsewhere. IJN 
missions in countries such as Liberia, Haiti, and Congo are helping hold 
elections, improve the rule of law, fight corruption, and build infrastructure 
and national institutions. Thanks in large part to this Subcommittee’s 
support for UN peacekeeping, those missions are enabling societies to 
recover from civil war and ethnic conflict. 


Our top peacekeeping priority now is deploying a force to Darfur. A year 
ago, when I last testified before you, Sudan's President Bashir had 
unequivocally rejected a UN-led peacekeeping operation to protect civilians 
in Darfur. Four months later, thanks to intensive U.S. diplomacy, the 
Security Council adopted Resolution 1 769 authorizing the UN-African 
Union Hybrid Peacekeeping Mission in Darfur (UNAMID). UNA MID will 
be the largest UN peacekeeping force, but significant hurdles remain to its 
full deployment. For one, Khartoum continues to obstruct the deployment 
and limit its effectiveness. Secondly, the UN’s coordination of this mission 
has been sluggish and bureaucratic. And finally, the international 
community has failed to provide the critical resources essential to the 
mission’s success. These are serious obstacles, and it is deeply 
disappointing that we are still working to overcome them, but we are 
determined to do so. All levels of the Administration, beginning with the 
President, arc working to bring UN AMID to full strength. The 
Administration looks forward to Congressional action on the balance of our 
FY08 Supplemental request for Darfur. 

The UN remains critical, as well, in our efforts to ensure the Iranian 
Government complies with its international obligations to suspend 
proliferation sensitive nuclear activities, including uranium enrichment. 

Last month, the Security Council for the third time adopted a legally-binding 
resolution imposing sanctions on Iran. Resolution 1803 was the outcome of 
close cooperation among the five permanent Security Council members and 
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Germany. It expands sanctions in several important ways, including by 
imposing a travel ban, cargo inspections, and additional banking restrictions. 

We are working through the UN also to strengthen the international 
community’s capacities on counterterrorism. We have focused on 
improving enforcement of Security Council sanctions against al Qaeda and 
Taliban associates; supporting the UN Office of Drugs and Crime's work to 
gain universal adoption and implementation of legal instruments against 
terrorism; and supporting a UNESCO conference to promote successful 
approaches to countering the appeal to youth of violent radicaiizalion. 
Through these and other efforts, the UN is contributing to the operational 
and ideological tight against terrorism. 


We are encouraged by the UN's commitment to redouble efforts in Iraq and 
Afghanistan, complementing our own bilateral reconstruction and 
stabilization efforts. We hope Congress will approve the FY08 
supplemental funding of $53 million for those missions. The UN Assistance 
Mission for Iraq (UNAMI) is working with Iraq’s government to advance 
political dialogue and national reconciliation, address the needs of refugees 
and internally displaced persons, and facilitate regional dialogue through the 
Expanded Neighbors process. It also shares responsibility with the Iraqi 
government for implementing the International Compact with Iraq (Id). 

The 1C1 commits Iraq’s government to adopt sound principles of political 
and economic development: political inclusion, rule of law, transparency and 
accountability, a market economy, and a robust private sector. In return, the 
international community has pledged to support Iraq’s development through 
financial assistance, technical assistance, and debt relief We are pleased 
that UNAMI and the Iraqi government are honoring the compact and that 
other UN agencies, including UNDP and the Office of the UN High 
Commissioner for Refugees (UNI ICR), arc assisting UN AMDs valuable 
work. 

In Afghanistan, as in Iraq, scores of governments, international 
organizations, financial institutions, and NGOs are contributing to the 
country’s recovery. To ensure coordination of these efforts, the Security 
Council last month adopted Resolution 1806, charging the UN Mission in 
Afghanistan (UNAMA) with coordinating all international assistance. 
UNAMA, which will be managed under the capable leadership of Special 
Representative Kai Elide, will help avoid duplication of assistance efforts, 
mobilize new resources, and bring the efforts of the international community 
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to bear in all provinces in Afghanistan. We expect IJNAMA to improve 
coordination of humanitarian, counter-narcotics, development, and electoral 
assistance in advance of next year’s national elections. Ensuring that 
international aid reaches Afghans will reinforce the U.S. military and 
International Security Assistance Force’s courageous efforts to provide 
lasting security and stability. 

UN assistance in Afghanistan has already contributed to impressive 
accomplishments. The UNHCR and the World Food Program (WFP) have 
helped repatriate and feed millions of Afghan refugees returning to their 
country after the Taliban’s fall. Also, UNICEF has partnered with 
A fghanistan’s ministries of education and public health and with other aid 
organizations to confront the frightening array of threats facing Afghan 
children. They have immunized over seven million children against polio, 
supplied millions of vitamin supplements, and expanded access to safe 
drinking water. They have also helped enroll nearly six million children in 
schools; supported programs to accelerate girls’ enrollment to fix the gender 
imbalance in Afghan education; and created teacher training colleges, 
schools, and literacy centers to build educational capacity. UN agencies are 
committed to Afghanistan's recovery and will play an important role in that 
country’s future. 

With strong support from this committee, the UN is also performing good 
humanitarian work worldwide. The WFP, UNICEF, the World Health 
Organization, and other FIN bodies are helping protect and nurture the 

developing world’s most valuable resource its people. They are feeding 

tens of millions, providing immunizations to millions of children, 
distributing anti-malaria bed nets, and helping combat HIV/AIDS and other 
devastating but preventable diseases. Their work reinforces important 
bilateral assistance programs including PEP1 AR and the President’s Malaria 
Initiative. Our generous support for all these efforts reflects our 
commitment to helping countries meet the core Millennium Development 
Goals of reducing poverty and hunger, improving health and education, and 
combating major diseases. 

The UN is also central to our focus on the promotion of human rights. Last 
year we placed Burma on the Security Council’s agenda for the first time, 
and in October the Security Council unanimously issued a statement 
deploring the regime’s brutal crackdown on peaceful demonstrators and 
urging it to begin an inclusive dialogue with ethnic minorities and 
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democracy activists aimed at national reconciliation. The regime, sadly, has 
made little progress towards genuine dialogue since then. We continue to 
keep Burma on the Council's agenda and will consider more serious 
measures if the regime remains defiant. 


Never before has the well-being of so many people depended on the United 
Nations. And it is because the UN's work is so important that we must act 
aggressively, in cooperation with other member states, to prevent corruption, 
mismanagement, and abuse, which squander resources and undermine the 
UN's credibility. We are leading initiatives throughout the UN system to 
improve management, transparency, and ethics practices so that the UN is 
more effective and more accountable. 

When the UN succeeds, it is a force multiplier for our efforts to protect 
international peace and security and promote human dignity. It leverages 
our resources and has an unequalled standing in the international 
community. We are engaged at the UN to confront some of the gravest 
threats to peace, security, and human dignity, and we ask the Committee's 
continued support for those efforts. 
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Mrs. Lowey. Assistant Secretary Silverberg, the passage of the 
third Security Council resolution sanctioning Iran is a positive 
step; however, U.N. sanctions will only be as effective as their en- 
forcement. UN Security Council Resolution 1737 established a com- 
mittee to oversee the implementation of the sanctions. Can you 
give us the status of the sanctions committee? Has it done any- 
thing? 

Ms. Silverberg. This is an important issue. Through our three 
sanctions resolutions, we have set up different categories, different 
types of sanctions, so, financial asset freezes on individuals in- 
volved in proliferation programs, sometimes on companies, includ- 
ing Iranian financial institutions, calls on member states to ensure 
that proliferation-sensitive materials aren’t transferred either inad- 
vertently or on purpose to the Iranian Government and other 
things along those lines. 

As you say, all of those are only effective if member states take 
the decisions both within their domestic legal authorities and in co- 
operation with each other to enforce them. And we have taken a 
number of steps to make sure that happens. One is to work bilat- 
erally with countries. That includes countries — the major investors 
in Iran, in Europe and other places to deal with the major financial 
centers in the UAE and Dubai in particular, and to deal with our 
partners on the Security Council, Russia and China in particular, 
to make sure that we have their full support for exhausting the 
limits of their authorities both within the Security Council resolu- 
tions and, particularly in the case of the European Union, even be- 
yond what is required in the sanctions. 

As you know, U.S. policy goes well beyond what is mandated by 
the Security Council, and what we said to the Europeans is that 
we would like to see the EU take similar steps. Within the U.N. 
and in cooperation with the sanctions committee, we have tried to 
work on making sure that there is both political will and capacity 
in member states to implement their sanctions. And I think we 
have dealt with two different types of problems. One is the coun- 
tries that don’t report to the U.N. on their compliance with the res- 
olutions because of lack of will. There are also some member states 
who have said, that the reporting obligations or the ability to en- 
sure that they have domestic legal capacity is that they are 
stretched, basically, in capacity. We support some governments bi- 
laterally to make sure that they essentially have the resources in 
place to meet their obligations, but we think there is still a lot to 
do on that end. So, as you point out, this is going to be an ongoing 
challenge. 

Mrs. Lowey. What happens if a nation violates the Security 
Council resolution, such as Syria’s violation of the ban of arms im- 
ports from Iran? Can the sanctions committee investigate viola- 
tions? Can they take action against violators? Can you give me ex- 
amples of such action? 

Ms. Silverberg. Well, I should say as an aside that our concern 
regarding Syria’s violations of its Security Council obligations re- 
late not only to the resolutions affecting Iran, but resolutions af- 
fecting Lebanon, affecting Iraq. We really have a broad concern 
about Syria’s willingness to comply with its international legal obli- 
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gations. With each of the sanctions regimes, there are slightly dif- 
ferent rules. 

But, yes, all of them can investigate failure to and pursue failure 
to adhere to Security Council obligations. And in the case of egre- 
gious violation, we would consider that a reason to go to the Coun- 
cil for additional follow-up action. And it is something essentially 
that we have to rally the international community to pressure gov- 
ernments to comply, which is the approach we have taken with re- 
spect to Syria. 

Mrs. Lowey. So they can investigate, but the question is do they? 
And what have been the results of those investigations? 

Ms. SlLVERBERG. I think one difficulty we have with sanctions 
committees is they generally operate based on consensus, whereas 
in the full Council, of course, we sometimes — not often, but some- 
times — take things to a vote knowing full well it won’t be a unani- 
mous decision. And the sanctions committee has to be unanimous, 
and the difficulty we have, of course, is with these 15 members 
with very disparate views securing decisions. So I think we think 
of the primary focus for ensuring compliance with Security Council 
resolutions to be the Council itself rather than the committee. 

Mrs. Lowey. Well, I am going to turn it over to Mr. Wolf. But 
it is clearly disappointing to us because it is evident that if you are 
going to have successful sanctions on Iran, you are going to need 
the compliance of China, both politically and certainly in specific 
actions, and Russia and the European Union, and that doesn’t 
seem to be evident. 

So let me turn it over to Mr. Wolf. I will be calling on Members 
based on seniority of the Members that were present when the 
hearing was called to order. And I will alternate as usual between 
the Majority and the Minority. We will keep it to 5 minutes per 
round. 

Mr. Wolf. 

Mr. Wolf. Thank you, Madam Chair. 

In the fiscal year 2008 House report, the committee directed the 
Department of State to report back on the voting practices of 
United Nation member states for the current and past 3 years re- 
garding United Nations reform, Israel and Darfur. The committee 
expected the report no later than August 15th of last year when 
the temperature was about 98 degrees. It has not been received. 
Why have we not received the report if it was due in August of last 
year? 

Ms. SlLVERBERG. Thank you, Congressman. 

I believe I just signed out the clearance for that paper to be 
transmitted to the Hill, so you should be receiving it — I am sorry. 
I am sorry. I am referring to the annual report. 

Mr. Wolf. This report, why 

Ms. SlLVERBERG. Okay. I am sorry. I am sorry. I was referring 
to the annual report. That report is still underway, and of course 
we will get it to the Hill as soon as possible. 

Mr. Wolf. But, Madam Chair, I would suggest if we are going 
to put language in to ask for a report by a certain date, and we 
don’t get it, and there are no repercussions, then why even put it 
in, to make us feel good? Sometimes we put a report in and just 
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kind of forget about it and move on. Really, this is not that difficult 
of an issue. 

Ms. Silverberg. It is a fair point, and I can’t disagree on the im- 
portance of complying with Congress’ deadlines. So, yes, we will 
make every effort to get it to you as soon as possible. 

Mr. Wolf. Can you kind of give us a reference of when that 
would be? 

Ms. Silverberg. I need to check with my staff, but I would be 
happy to follow up with you later today and let you know what 
the 

Mr. Wolf. Does the State Department consider a country’s U.N. 
General Assembly voting record when it makes funding rec- 
ommendations to the Congress? For instance, there is so much 
need around the world, and so if you find a country where their 
representatives at the U.N. are consistently voting against us on 
the issue that the Chair mentioned and other issues that have 
nothing to do with their own vested interests, that have nothing to 
do with their economy — each nation has to vote in its own best in- 
terests, but there are universal interests of human rights, religious 
freedom, things like this. Does the administration look at that and 
can you comment and explain how aggressive you and the adminis- 
tration are — in looking with regard to aid and funding on these 
issues, to the voting record in the General Assembly? 

And secondly, has the administration ever punished a country by 
saying, listen, you have poor people, and we are concerned about 
them, but country A also has poor people, and we are concerned 
about them. So we only have so many dollars, and I wish we had 
enough dollars to put it in A and your country, too. If we did that, 
we would absolutely do both. Clearly, no question about it. But if 
we don’t have it, is it morally wrong to favor a country that hap- 
pens to be voting with us on Darfur and the genocide? And I would 
hope the answer would be a resounding no, both by the Congress 
and by the administration. But maybe I am out of step with peo- 
ple’s thinking. I don’t know. But do you have a policy, and can you 
give me an example of where you have done something about it to 
a country? 

Ms. Silverberg. Sure. Well, thank you very much. 

I think this goes to the core issue of the United Nations and the 
problems we have working within it. For many, many governments 
in the U.N. — this is inevitably true of a nearly universal organiza- 
tion — will never vote with us. They have profoundly different inter- 
ests — Iran, Syria, Venezuela, Zimbabwe, et cetera. The problems 
with the U.N. arise from the fact that many governments who 
share our principles, who serve elected representative govern- 
ments, repeatedly vote against us, and that is true in the General 
Assembly, it is sometimes true in the Security Council. We are very 
disappointed, for example, by Indonesia’s abstention on the Iran 
sanctions resolution. And until we get at this core problem, how do 
we make democracies cooperate better in the United Nations? We 
will not be able to address either the anti-Israel bias, the prolific 
spending, the lack of seriousness on human rights issues, all these 
other things. 

So I think you have hit on what really is the essential issue, in 
my experience, in terms of our difficulties with the U.N. I can’t 
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think of an example where we have withheld funding for a govern- 
ment based on its U.N. General Assembly voting record. I think the 
appropriateness of that approach would depend on the country and 
what particular vote or set of votes we were concerned about. And 
I guess the point I tend to make in interagency or interbureau dis- 
cussions about this is that it is frequently the case for these gov- 
ernments, for bilateral relationships with the governments, that 
the General Assembly voting record won’t be at the top of our list 
of concerns. We will have issues related to their treatment of their 
own people, or their participation and their support for a serious 
peace process, or their support for a robust action against Iran. 
And I think that even as I am Assistant Secretary, I think that it 
is appropriate frequently for those things to be higher on our pri- 
ority list. 

The thing that I think it is important for us to do is make sure 
that the General Assembly voting record is somewhere on the list. 
And you will recall that I cornered you unfairly when I saw you 
in Cairo a couple of years ago with a point about the Egyptians’ 
terrible voting record. And I think the fact that you raised it with 
the Egyptians at that point was very useful. We heard back that 
they knew you had raised it, and I think that kind of thing can 
have an impact. But the appropriateness of sort of a financial sanc- 
tion or a particular diversion of development resources, for exam- 
ple, I think partly just depends on the context, what country we 
are talking about and what the voting — 

Mr. Wolf. My time is up. I would say, Madam Chair, I think if 
the committee can’t deal with this, then I think we are losing. I 
mean, we can talk about these issues, and the administration can 
talk about them, but if there is never any price to pay, there will 
never be any change. It is clear. We will have a hearing, there will 
be a report, there is a country I am not going to mention, but with 
the aid that we were giving them, it is unbelievable, unbelievable, 
that they were voting against us every time. And there are some 
universal issues. Clearly if a country is voting on an agriculture in- 
terest or something — I mean, they have to look out for their own 
country, but on the issue of Darfur and the genocide, that has been 
going on for 5 years. This is not the first vote, the second vote. 
There were many. So if they can’t be with us there, what do we 
expect them to be with us on? 

So I think the committee should write language requiring that 
on some of these things, that on universal problems, that there is 
kind of what I call 90/10, if you will; 90 percent of the people in 
the world, if you interviewed them at 3:00 in the morning, would 
say this is a bad issue, and I am there. And if these governments 
can’t be with us on this 90/10, then I think we should cut the aid 
off. And if this committee doesn’t do it, I might try to offer some 
language. But I think the responsibility also rests with you all. 

Ms. SlLVERBERG. May I add one point. 

Mrs. Lowey. Yes. 

Ms. Silverberg. Because I do think this is absolutely essential. 

As part of our effort to engage democratic, responsible govern- 
ments more effectively on their voting records, we, under the lead- 
ership of NSC, have convened an interagency process to start deal- 
ing with, basically, how do we deal with them now? And one of the 
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parts about that process that I have found particularly useful is we 
are doing much better analysis on how countries vote not just on 
key — our sort of key votes, but also on a broader set of issues, and 
cross-referencing that against U.S. financial aid. And I think it has 
pointed to some really interesting things about how some govern- 
ments treat their relationship with us, multilaterally. So we would 
be delighted, I think, to come talk to you about that. 

Mrs. Lowey. I just want to make two points because I think cer- 
tainly on your latter point, the gentleman is absolutely right. How- 
ever, there are many issues that we would have to consider in this 
discussion. If a country has a corrupt government, and there is no 
way that the current leadership in that government is making re- 
sponsible decisions, and the people are starving, and there is need 
of education, there is need of health care, I think this is an impor- 
tant issue that we should discuss. Do you cut off aid when a gov- 
ernment is irresponsible, and there are tremendous needs to move 
that government towards democracy or responsible decisions? 

The first point that you mentioned, I would like to emphasize 
again, because there is absolutely no reason why the Department 
of State cannot be more efficient in reporting to us — there have 
been several reports that have been outstanding despite constant 
reminders. So I don’t think there is any kind of legitimate expla- 
nation for not responding to the gentleman with a report in a time- 
ly manner. 

Mr. Wolf. If the gentlelady would yield. Even on the first issue, 
it boils down to basically tough love. I would help all the poor peo- 
ple. If you only have so much — and many times — I remember dur- 
ing the 1980s when we took away MFN from Romania, the argu- 
ment by the business community was that if you take away MFN 
from Romania, you will hurt the Romanian people. Well, every 
time I went to Romania, the Romanian people wanted us to take 
MFN away because they wanted to do something to the govern- 
ment to force the government to change. I think you have a good 
point, but I think the other side is sometimes by doing this, you 
push a government, and there may be some pain. But the average 
person in Romania said, there will be some pain, but we are pre- 
pared to go through this pain to force our government to respect 
human rights and religious freedom. This is an issue that everyone 
is talking about, but not much has been done. 

I yield back. 

Mrs. Lowey. Before I yield to my good friend Mr. Jackson, I 
would just like to say to the gentleman that I think this is a very 
important issue. I thank you for bringing it up. But I do think that 
each decision should be made independently, and I think this com- 
mittee has the responsibility certainly to take every point you have 
made into consideration. But I think as an aid package is reviewed, 
it should be part of the response, just not an automatic response. 

Mr. Wolf. Sure. I will agree with that. 

Mrs. Lowey. So let me turn to Mr. Jackson. 

Mr. Jackson. Thank you, Madam Chair. 

Let me thank Assistant Secretary Silverberg and welcome you 
back to our subcommittee. Thank you for your testimony and for 
your service to the country. 
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I want to associate myself with, I think, this very, very impor- 
tant dialogue between the Chair and between the Ranking Mem- 
ber. Reports ought to be presented to this committee in a very 
timely way. The language that is placed in this bill goes through 
great debate back and forth between the staffs and between the 
Majority and Minority Members to get that language included in 
the bill in the first place, and if there is no teeth to the language, 
then I think it is troubling. And I think that the Chairwoman’s as- 
sessment that we have to strike a very sensitive balance between 
aid for the poor and moving these governments is very important. 

I want to touch upon something the Chairwoman alluded to in 
her opening statement regarding the arrears at the U.N. I am of 
the opinion, Assistant Secretary Silverberg, the next President of 
the United States in their administration, whether it is his admin- 
istration, Mr. Obama’s, Mr. McCain’s, or her administration, Ms. 
Clinton, that the very first opportunity they have to speak to the 
U.N., they ought to be announcing that in their pocket is a check 
paying our bills. I think that would set an important precedence for 
the next President in terms of — the next President in terms of their 
ability to advocate our national security interests and the interests 
of democracies around the world with our moral authority within 
the United Nations. 

However, in the request of the $2.8 billion in U.S. debt to the 
U.N., 1.2 billion stems from unpaid or prior year assessments. 
When the Secretary was here a week or so ago, she indicated that 
these arrears were a timing or cash flow problem. I would love to 
hear you clarify what she meant by timing, and when a significant 
portion of the U.S. arrears appear to be from prior years, and I 
want you to answer that question in this particular context. Peace- 
keeping experts have told our office that the U.S. will need about 
$2.1 billion to pay fiscal year 2009’s assessments for U.N. peace- 
keeping, yet your budget requests only 1.5 billion, a shortfall of 
over 600 million. 

At a recent Senate Foreign Relations Committee hearing, Sec- 
retary Rice suggested that you could, quote, manage, unquote, pay- 
ments to U.N. peacekeeping with the requested 1.5 billion. Three 
questions: Won’t this managing simply entail handing more of the 
half billion in additional debt off to the next administration, which 
is my point about making that announcement. Secondly, which of 
the U.N.’s 17 peacekeeping missions will be shortchanged by this 
underfunding, or will they all absorb it? Will the U.S. stall, cut or 
slow-roll payments for particular missions, including but not lim- 
ited to the mission in Darfur? And lastly, the U.S. has used its vote 
in the Security Council to support all of these missions. Should we 
not be providing full funding for the missions that we voted for, 
Madam Secretary? 

Ms. Silverberg. Thank you very much. I will address my com- 
ments largely to peacekeeping, which I think is the focus, although, 
of course, I am happy to talk about the regular budget side, too, 
if that is helpful. 

I think a couple of important points. First, the vast majority of 
our prior year arrears, as they are called, at the U.N. relate to a 
congressional legislative peacekeeping cap on the amount of fund- 
ing we can pay for peacekeeping. It has been capped at 25 percent. 
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At some periods in the 1990s, we were assessed at close to 30 per- 
cent. For most of the recent years it has been closer to 27, and now 
closer to 26. But what that has meant is that the cap at 25 percent 
has built up — starting in the 1990s has gradually built up a set of 
amounts that we can’t — by law cannot pay to the U.N. I would dis- 
tinguish between two different categories. One are the pre-Helms- 
Biden so-called arrears, where again, subject to a congressional 
cap — in our view, Helms-Biden, the deal we worked out, the pre- 
vious administration cut with the U.N. at that time was meant to 
create in essence a clean slate with the U.N. We would make a big 
cash sum payment in exchange for a fresh start. The U.N. doesn’t 
see it that way with respect to the peacekeeping funding, but be- 
cause of our view of the essence of Helms-Biden, we have never 
asked for paying the 1990s arrears, and that is about $500 mil- 
lion — but in our view we have never sought support from Congress 
for money to make up those amounts. 

We have supported lifting the cap, and we think that Congress 
took a very helpful step in that regard by lifting it in 2008, which 
will allow us to start using our funds, start to pay back some 
amount of the arrears. This is going to be a much longer-term ef- 
fort. Obviously in a tight budget situation, we can’t do everything 
overnight, but we do think that lifting the cap and beginning the 
process of dealing with the shortfall is essential. 

On this year’s assessment on the peacekeeping mission, our on- 
going resource demands for peacekeeping missions, it is a very 
tight budget year, and I absolutely can’t disagree with you either 
on the importance of U.N. peacekeeping, which we think is essen- 
tial, or on the importance of paying our bills. 

I think what the Secretary was saying when she said we were 
going to manage on a cash flow basis was with regard to our ongo- 
ing bills. She wasn’t referring to the long-standing arrears. I think 
she was referring to ongoing payments due at the U.N. In the past 
we have been able to manage within the account, and I think this 
is the result of a lot of things. One is that peacekeeping budgeting 
is inherently unpredictable. We never, in the history of peace- 
keeping funding, have never gotten it perfectly right in our request 
to Congress, and we won’t this year, I suspect. Some of our peace- 
keeping missions will have higher demands than we expect, and 
some will have lower. And as you know, we brief congressional 
staff on a monthly basis so that we are always in close contact with 
Congress about where we need to readjust, how we need to manage 
within the account. And I think the Secretary made clear in her 
testimony that we don’t think this is an ideal situation, and it 
would be much better from our perspective if the budget situation 
allowed for something other than that cash flow management ap- 
proach. But this year we think that is the best we can do. 

Mrs. Lowey. Mr. Crenshaw. 

Mr. Crenshaw. Thank you, Madam Chair. 

I want to ask you about human rights. Your bureau is charged 
with oversight, and as I understand it, you have helped do some 
good things in terms of resolutions talking about human rights in 
Burma and North Korea, Iran. But when you look at the U.N., I 
guess they used to have what was known as the U.N. Commission 
on Human Rights, and now that has been replaced by the Council 
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on Human Rights. And the old Commission on Human Rights was, 
in my view, flawed at best. And the new Council seems to have 
some issues as well. Since 2006, they have passed 19 resolutions 
condemning Israel for violation of human rights, but they haven’t 
really done much else. They haven’t spoken out on Darfur. They 
have really been reluctant to address China and Tibet. And I guess 
the question becomes is this new Council — is anything better than 
the old Commission on Human Rights? I mean, is it serving any 
useful purpose? Is there anything the United States can do to make 
them be more objective? It just seems like it is the same old thing. 
You just criticize Israel from time to time, and that is about it. 

So talk about that. Has it changed much? Is it any good use? 

Ms. SlLVERBERG. To be very honest, I think in some ways the 
Human Rights Council is worse than its predecessor. You remem- 
ber that we, in leading up to the 2005 effort, the U.N., the inter- 
national community at large, decided we needed to address the 
problems with the Commission, which Kofi Annan had said had 
cast a — I think a black mark — I can’t remember the words he 
used — but a black mark on the entire U.N. body. So there was a 
lot of consensus around the international community to replace it 
with a more credible body and one that could take quicker, more 
effective action in the case of ongoing crises. 

And what we found is that in some ways this body is less able 
to take affirmative action, is more willing to focus on the Israel- 
bashing exercises, which you discussed. We have had even in the 
last session, we had the election of some people we think are bi- 
ased, mostly against the U.S. and Israel, and really don’t have a 
fair perspective on human rights situations in Burma and Belarus 
and Zimbabwe and all of these places. And we have seen the Coun- 
cil eliminate the special mandate, the special rapporteurs who are 
meant to focus on particularly Belarus and Cuba. And we have 
seen the Cuban Government gloating, in essence, about the victory 
they had at the Human Rights Council. So it is really an 
undeserved victory. 

So we have been dismayed, I think it is fair to say. There are 
a lot of things we can do in the U.N., in the larger U.N. system. 
One is to focus very much on the Third Committee of the General 
Assembly which has a mandate on promoting human rights, and 
we have worked hard with our colleagues in DRL and with all of 
our allies in Canada and Australia and throughout Europe to get 
some tough resolutions in the Third Committee on North Korea, on 
Burma and other cases. And we have tried to work on the actual 
on-the-ground work the U.N. does on the promotion of human 
rights. And this is something the U.N. Democracy Fund, which 
President Bush proposed, is helpful in this regard. 

The Office of the High Commissioner, which does a lot of tech- 
nical assistance on human rights issues, continues to do good work. 
So I guess it is to say we have a very pessimistic view of what is 
likely to happen at the Human Rights Council, but there are other 
avenues in the U.N. where we can press on human rights issues. 

Mr. Crenshaw. I applaud you all for what you have done in, I 
guess, the Third Country that you pointed at, Belarus. Is there 
anything we ought to be doing, anything we can do? If it is even 
worse than it was before, is there anything you can do about the 



827 


membership on the committee or are we at least raising our con- 
cerns? If it has gone in the wrong direction, and we just stand by 
but we have other avenues, it seems like we ought to be trying to 
make the point that this new Council is worse than it was before, 
whether it is dealing with the membership on that committee or 
whatever. Anything else you can think of that we can do to try to 
correct that? 

Ms. SlLVERBERG. I thought the Committee did something very 
useful, including language in the last appropriations bill expressing 
strong concern about the Human Rights Council and, in fact, say- 
ing that we shouldn’t — that no funds out of that bill should go to- 
wards the Human Rights Council. I thought that was useful. We 
can use that to communicate to our colleagues how serious the con- 
cern is. 

The other thing is support for some of the other avenues within 
the U.N., including the U.N. Democracy Fund, which is one of — 
this goes to the points I was making with Congressman Wolf about 
the importance of democratic — of cooperation with democracies. At 
the U.N., the U.N. Democracy Fund is one of the key places where 
democracies are working on a core set of shared issues. And so it 
is a real focal point for that kind of cooperation, and it is the kind 
of thing we can leverage on other issues in the U.N. system. 

And then, finally, the other thing is this. We have tried to be 
much more creative about how we use the Security Council on 
human rights issues, including Burma. We still try to do it in a 
way that is consistent with the jurisdiction of the Council so we 
don’t wander into every human rights issue. But where we see a 
threat to international peace and security, we try to use that very 
effectively. And the committee support for that kind of thing is also 
very helpful. 

Mr. Crenshaw. Madam Chairman, I think as human rights gets 
elevated more and more, we ought to continue to do the things we 
are trying to do to make people aware of that. If you have got the 
United Nations, the old Commission on Human Rights, I mean, 
most of the people on that Commission were the worst abusers of 
human rights, and now they have got a new Council that is sup- 
posed to make it better. So I think if there are things we can do 
to turn up the heat, because it is pretty outrageous, particularly as 
more and more issues like Tibet and Burma come to the forefront, 
we should do so. I hope we can do that 

Mrs. Lowey. We certainly will deal with that again as we write 
the bill, and I thank you for emphasizing it. 

Ms. McCollum. 

Ms. McCollum. Thank you, Madam Chair. 

Secretary Silverberg, with our Nation’s reputation already badly 
bruised due to the Iraq war, Guantanamo and other scandals, 
choosing not to meet our commitments around the world is irre- 
sponsible and inexcusable. And I heard you talk about the cap and 
those things that were not capped. Has the administration within 
the last several years sent a letter to Congress asking for the caps 
to be removed? 

Ms. Silverberg. Yes, we have. We have supported removal of 
the cap both orally in testimony, and I think I testified to this even 
last year, although I would have to doublecheck, and also in writ- 
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ing. I am sorry. And the President’s budget proposal each year 
asked for a lifting of the cap. 

Ms. McCollum. I will check that. I am concerned that the ad- 
ministration is being less than honest with Congress and the 
American people because the budget requests that they put for- 
ward fully expect Congress to increase accounts in which they have 
cut. We backfill them, and that is largely left to supplemental re- 
quests, as the Chair put out. 

I think there is a simpler and more direct way in which the ad- 
ministration should be putting forward its budgets. In other words, 
ask what you need for. Now, I hear that the State Department 
wanted more, and OMB stuck you with a lower amount, but at the 
end of the day, there is only one administration and one Congress, 
right? And we are left now holding the administration accountable 
for doing less than what it promised to do. 

To date the U.S. owes $266 million in peacekeeping debts. Now, 
this budget request is below, as the Chair pointed out, what is 
needed to cover the fiscal year 2009 peacekeeping obligations. This 
guarantees that the debt will grow larger. 

The budget request for $1.5 billion amounts to a shortfall of over 
$600 million. Shortfalls in funding undermine the success of vital 
peacekeeping missions in some of the most sensitive areas of the 
world. So I am looking to the State Department’s request, and this 
is what I see. I see cuts to the U.N. force in Lebanon, cuts to 
Kosovo, cuts to Liberia, cuts to Haiti, cuts to Darfur. And I am very 
alarmed by what I am seeing. I am especially concerned about the 
cuts and the impact these cuts would have on the peacekeeping 
mission in the DRC. The request is at least $58 million below what 
is needed. The U.S. voted to support this peacekeeping mission in 
the U.S. Security Council just last December, and the U.S. helped 
negotiate the peace. 

So my questions are, how does the administration justify the pro- 
posed funding reduction to the DRC? What is the effect on Amer- 
ica’s image when we vote to support peacekeeping missions and 
then fail to provide our share? And what will happen to peace- 
keeping missions if the peacekeeping account continues to operate 
under the resolution of fiscal year 2008 at a level of $1.3 billion for 
the first 6 months of 2009? 

Ms. SlLVERBERG. Thank you. 

And I agree entirely, first, on the importance of the U.S. meeting 
its obligations and, second, on the importance of full support for 
peacekeeping operations. This is something the administration has 
worked very hard to support. As you say, we have used our votes 
on the Security Council to support U.N. peacekeeping operations in 
lots of places around the world, and we think they are essential. 
Our budget request is a best estimate of what is likely to be needed 
for peacekeeping operations. I don’t know with precision what will 
be needed, and neither the U.N. nor anyone else can tell you, be- 
cause by definition we are budgeting for very volatile situations 
that change rapidly on the ground. The best we can do is manage 
within the account. 

Ms. McCollum. To follow up on that — I probably won’t get all 
my questions answered doing this. Conditions are rosy and im- 
proved in Lebanon, conditions are much, much better in Kosovo, 
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and, according to you, things are going swimmingly well in Liberia. 
Haiti is all stable, and Darfur is okay. 

Ms. Silverberg. Well, I think actually in some of those cases, 
yes, there are reasons to think drawdown — for the Kosovo — the 
plan we are pursuing now with Kosovo suggests an EU operation 
coming in and taking over from the U.N. operation. So, yes, we 
have proposed to close down that operation entirely, and we have 
done that in 

Ms. McCollum. Even with the current situation in Kosovo 
today? 

Ms. Silverberg. I think we are going to have to do a phase- 
down approach. So the U.N. mission will phase down as the EU 
mission builds up. But, yes, that is the plan which we worked out 
in close cooperation with the Secretary General and our European 
allies, and I think that general idea enjoys strong support. 

In Liberia, we have seen the Secretary General propose already 
a drawdown of troops because of an improved situation on the 
ground. So at the moment we have ongoing a reduction of some 
2,800 troops, and then we will reassess when we get to — I think 
next September is the mandate renewal. 

There are other places where we are trying to ramp up very 
quickly, and Darfur is one of them, of course. And there are other 
places we are just watching as they go along. 

With respect to MONUC, which you raised, we will have to see 
what the impact on the Nairobi communique and the Goma agree- 
ment are. We hope that both will be helpful, but we really will 
have to watch that really on an ongoing basis to see what troop 
level is appropriate. 

Ms. McCollum. Could you give us a documentation that sup- 
ports what you said about Liberia being a planned cut and the doc- 
umentation that supports what you said about Kosovo? 

Ms. Silverberg. Sure. We would be happy to. 

The Liberia support is in the resolution itself and also in the Sec- 
retary General’s Report. And on MONUC I think we have lots of 
materials on that point. 

Mrs. Lowey. Thank you. 

Mr. Kirk. 

Mr. Kirk. Thank you. 

I return to the Security Council, et cetera. And I really congratu- 
late you on a third round of resolution that you and Zal got 
through. But I just wonder, in my discussion with Bob Zoellick at 
the World Bank, he said that he would cancel the payment of hun- 
dreds of millions of dollars from the World Bank, which is just 
three blocks from the Oval Office, to the Finance Ministry of Iran 
if the World Bank was mentioned in a Security Council resolution, 
but we failed to do that. And so apparently not only do we continue 
to pay the Finance Ministry of Iran from 19th Street in Wash- 
ington, D.C., but now the World Bank is starting — has failed to up- 
date its financial disbursement disclosure on the Web, so we have 
lost data on what check has been sent to Ahmadinejad lately from 
the Bank. I get a sense that the left hand doesn’t know what the 
right hand is doing, and that the Treasury and the World Bank are 
directly undercutting what you are doing. 
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Ms. Silverberg. I haven’t spoken to President Zoellick about 
this, but I think what I would have added is that the World Bank 
was mentioned in 1747. It wasn’t mentioned in exactly the terms 
we wanted. But the resolution clearly calls on international finan- 
cial institutions not to make loans or guarantees to Iran. 

You will remember that we pushed for tougher language and ex- 
plicit prohibition. Some of our allies, even strong supporters of ac- 
tion on Iran, objected to that not so much on policy grounds, but 
really on legal grounds. They have a view that because the U.N. 
creates treaty obligations only for member states, that it can only 
bind member states rather than other organizations. I think our 
view was that it can bind the member states who cast the votes 
in all of those other organizations, so that this really wasn’t an im- 
portant distinction. 

Mr. Kirk. I think a lot of members of this committee fail to real- 
ize that money that we appropriate goes to the World Bank and 
then is paid directly to the Finance Ministry of the Islamic Repub- 
lic of Iran. 

Ms. Silverberg. That is right. That is right. And I think one im- 
portant point is that thankfully we have not seen from the leader- 
ship of the World Bank proposals for new loans or guarantees since 
2005. So I think with regard to any new proposals, we have seen 
very responsible leadership. 

Mr. Kirk. You can imagine Ahmadinejad, he sees a U.N. resolu- 
tion on one side, and then his Finance Ministry says, oh, by the 
way, the Americans at the World Bank just cut us a check for 150 
million bucks. So some words for the U.N. and check coming in. 

Ms. Silverberg. I think it is a very fair point that the adminis- 
tration is ongoing — but I will say in Treasury’s defense, I think the 
Treasury is extremely serious about this point. We have opposed 
every proposal or suggestion for a new loan or guarantee. I think 
they will cast their votes accordingly. So I am quite confident that 
Treasury is very serious about this issue. 

Mr. Kirk. Let me turn to Lebanon. Our committee provided to 
UNIFIL in fiscal year 2007 125 million in the regular appropria- 
tion, 184 million in the supplemental; fiscal year 2008 contribu- 
tions 243 million, and fiscal year 2009 requests of 186 million. 

Now, Congressman Israel and I with 100 of our colleagues wrote 
to Secretary Rice looking for the U.N. to change the mandate of 
UNIFIL, to stop the flow of Iranian weapons into Hezbollah hands. 
UNIFIL right now says it will not engage Hezbollah or stop the 
armed shipments. And just a couple of headlines. The AP on the 
3rd says Israel says Hezbollah now has 30,000 rockets. This is all 
delivered since the war. The Hartz on the 3rd, Hezbollah an- 
nounces we are ready for war with Israel, which would be the sec- 
ond one. Tehran press says Hezbollah missiles now could target the 
Dimona reactor in Israel. And Gulf News reports Hezbollah rockets 
are longer in range. So not only have they fully replenished under 
the U.N. watch, they now have the ability to rain destruction on 
more Israeli cities. 

It seems that right now in this committee, we have approved 
$552 million for this peacekeeping force, which is simply going to 
catalog the slaughter. It has been completely unable to stop the re- 
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arming of a foreign terrorist organization that poses a direct threat 
not just to the people of Israel, but to the democracy in Lebanon. 

Ms. SlLVERBERG. I think you will recall that when we adopted 
1701 during the — basically in the process of ending the conflict — 
we included language, we agreed to language that said that gen- 
erally the mandate for UNIFIL was south of the Litani, but that 
UNIFIL could cover border issues, the Syrian border, at the re- 
quest of the Government of Lebanon. That request has not been 
forthcoming. In light of the paralysis within Lebanon these days, 
the Syrian 

Mr. Kirk. So the question is for the U.S. Taxpayer, what did we 
get for 552 million bucks? 

Ms. Silverberg. We have seen UNIFIL take action against 
both — when they locate arms south of the Litani, we saw some- 
thing that was very helpful, which was for the first time the 
UNIFIL presence allowed the LAF to deploy to the south, and they 
are doing joint patrolling and other things. That is essential. 

But there is no question that we are very concerned by the re- 
port, not just Israeli reports, but Hezbollah statements, that they 
have rearmed south of Litani. We think this is fundamentally im- 
portant. 

There are a lot of things we can do on the border, even absent 
a Government of Lebanon request to UNIFIL. One is just to LAF 
itself, and that is something we do very actively, I think. I think 
we have provided maybe $400 million in support — although I have 
to check that number — in recent years. Obviously we work with 
other governments. The German Government has a pilot program. 

Mr. Kirk. Obviously you know that prior to the war, we provided 
hundreds of millions of dollars to UNIFIL the last time, and they 
just ran away. 

Mrs. Lowey. Thank you. 

Mr. Israel. 

Mr. Israel. Thank you, Madam Chair. 

And, Assistant Secretary Silverberg, welcome. And let me ask 
you to indulge me. I have horrific allergies, so I will try to muddle 
through this. 

Two questions, one with respect to Darfur and one with respect 
to what international organizations are doing to monitor and cut 
off Saudi Arabia’s financing of terrorism. With respect to Darfur, 
before joining the Appropriations Committee, I was on the Armed 
Services Committee, and I was able to write into the defense au- 
thorization bill language that points out that 100 miles west of the 
border between Sudan and Chad, there is an airfield called Abidjan 
airfield that would be capable of supporting humanitarian and 
peacekeeping missions with respect to Darfur. That language 
passed. It was actually signed by the President in the DOD author- 
ization. I worked with Congresswoman Lee on this matter. 

Secretary Gates owes the Congress this month a status report on 
what kinds of upgrades would be necessary in order to ensure that 
the Abidjan airfield is, in fact, capable of supporting those humani- 
tarian and peacekeeping operations. And I would ask you and your 
colleagues in the Department of State to begin conversing with 
DOD once that report is submitted. It is going to be critically im- 
portant, and, in fact, it is a profound opportunity for international 
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organizations to provide the logistics necessary to improve the situ- 
ation on the ground in Darfur. So I commend to your attention that 
language, and I will be anxiously awaiting Secretary Gates’ report, 
and we will follow up with your office to see what kind of coordina- 
tion is necessary between the State and DOD. 

Shifting to international organizations’ monitoring of — financing 
of terror, one of your missions, of course, is to pursue U.S. interests 
through international organizations in areas including counterter- 
rorism. I believe Mr. Wolf alluded earlier to an article in the Los 
Angeles Times with respect to testimony by Stuart Levy, a Treas- 
ury under secretary, to the Senate indicating that the Saudi Gov- 
ernment has not taken important steps to go after those who fi- 
nance terrorist organizations or to prevent wealthy donors from 
bankrolling extremism through charitable contributions. He noted 
in his testimony, we continue to face significant challenges as we 
move forward, including fostering and maintaining the political will 
among other governments to take effective and consistent action. 
Our work is not nearly complete. And then the L.A. Times report 
notes that U.S. officials and counterterrorism experts have said 
that international support for the effort has waned while terrorist 
groups have found ways around the financial restrictions. At the 
same time, there have been turf battles among the 19 Federal 
agencies that work on the problem. Nineteen Federal agencies are 
trying to figure out how to monitor and prevent Saudi Arabia’s fi- 
nancing of al Qaeda and other terrorist organizations. 

It is ludicrous to me that 19 Federal agencies haven’t figured this 
out. And every day since 9/11, the Saudi Government keeps writing 
checks to al Qaeda and other terrorist organizations. 

So my question is, what specifically is your office doing with re- 
spect to counterterrorism? What role do you have to play with re- 
spect to those other 18 agencies, I suppose, who are working on 
this problem? What needs to be done in order to expedite this proc- 
ess? 

And I will continue to work very closely with my Chair. Perhaps 
at some point a hearing on this kind of issue, specifically address- 
ing the lack of coordination in the Saudi financing of terror, would 
be something that the Chairwoman would consider. Thank you. 

Ms. SlLVERBERG. Thank you. 

I can’t speak with any particular expertise to the broader prob- 
lem because it sounds like I am a tiny subset of what is an un- 
wieldy bureaucracy, but I can tell you what the 10 and particularly 
Security Council piece of this problem is. 

The Security Council has adopted resolutions both addressing 
counterterrorism, support for counterterrorism generally, and also 
addressing in particular the al Qaeda and Taliban threat. What we 
have seen over the years since the immediate aftermath of 9/11 is 
a real loss of energy and enthusiasm from member states about the 
importance of implementing these resolutions. We have a harder 
time listing people who would be subject to Security Council sanc- 
tions. We see less reporting generally. 

One thing we have tried to do in 10 is to reenergize the counter- 
terrorism function in the Security Council, and we have had some 
good — I think we now have a good opening to do that for a couple 
of reasons. One, the leadership of the executive directorates of the 
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bodies attached to both of these sanctions committees is very good 
now, and we have had a number of meetings with them about ideas 
for how they can work with member states on their objections. 
That would be true not just of a country like Saudi Arabia, but of 
many countries around the world that either lack political will or 
resources to take their obligations seriously. So anyway, I think 
that is our Council piece of it. 

I should say we think the U.N. systemwide has a bigger role in 
counterterrorism than has been appreciated over time, and that is 
true on both sort of the hard security side, but also on the softer 
side of the global war on terror; communicating, for example, the 
problems with terrorism. So we have asked UNESCO to host a con- 
ference on what it is that radicalizes kids, that draws them into 
violent terrorist groups, and they have agreed to do that. We have 
worked with UNESCO on curriculum reform and this kind of thing. 
So generally it is a high priority for us to make sure that all of the 
aspects of the counterterror fight are fully engaged in the U.N. sys- 
tem. 

Mr. Israel. My time has expired, but I would ask if you would 
compile for the subcommittee a list of all of your efforts with re- 
spect to reenergizing member states, curriculum reform and the 
other things you are doing with respect to counterterrorism. 

Thank you, Madam Chair. 

Mrs. Lowey. I want to thank the gentleman for bringing up that 
very important issue. If you talk to experts on Pakistan, they will 
talk about the increase in madrasas that are teaching the most ex- 
treme form of Islam and many are funded by the Saudis. So I 
thank you for bringing up this issue, and I think it certainly should 
be the focus of discussions that we have. Thank you. 

Ms. Lee. 

Ms. Lee. Thank you, Madam Chair. 

Good morning, Madam Secretary. I have to preface my statement 
by saying, of course — and you talk about a tight budget year, and 
we all recognize that. Our economy is in shambles, and we are 
spending $500 billion to occupy Iraq. Some are estimating this 
could lead us to maybe a $3 trillion occupation and more. And so, 
yes, I understand this tight budget situation. 

I hope the administration understands also that the American 
people understand that this occupation should end for many rea- 
sons. It is appalling, really, quite frankly, that when we look at 
Haiti, when we look at Liberia, the fragile nature of both of these 
countries, to reduce their U.N. peacekeeping budget by — I think 
Haiti you have about a 22 percent reduction. The administration 
estimated about $146 million, and I think the request now is only 
$114 million. Under our Chair’s leadership — and thank you, 
Madam Chair, for arranging the meetings with President Ellen 
Sirleaf Johnson. We met with her, and she talked about the fact 
that they need enough money to sustain some stability or to create 
some stability in Liberia, yet we are seeing a huge cut, I think, of 
more than $56 million for Liberia. 

And then the other cut that is really shattering, you know, in 
terms of what it is going to do to the lives of women and girls. 
When you look at the UNIFEM account, we all recognize violence 
against women and girls, it is an extreme human rights violation, 
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a public health epidemic, barrier dissolving, global challenges such 
as extreme poverty, HIV and AIDS, and here we are talking about 
cutting I think it is $3.6 million, a 75 percent cut in this account, 
from $3.6 million to $950,000. 

And I could go on and on, but I just think when you look at the 
priorities in this budget, I would have to ask what are we doing? 
I mean, you know, how do we move forward to create a world 
where the United States leads in terms of global peace and security 
and stability and development with regard to our standing and as- 
sistance and what we should be doing? 

Ms. SlLVERBERG. Well, first let me say I think there is no danger 
of this administration, of the U.S. Government abandoning Liberia. 
It is too high a priority for Secretary Rice. And I think she would 
absolutely want to make sure that we in 10 are doing whatever we 
have to do to make sure that Liberia is fully funded. 

Ms. Lee. But this is a 22 percent reduction in the stabilization — 
excuse me — $156 million cut. 

Ms. Silverberg. As I was saying earlier, the Security Council 
has already approved a reduction of 2,450 troops and then another 
number of police, and that will happen by September 2008. We 
would expect some additional drawdown to be considered at that 
point depending on the security situation. Obviously we will do this 
in close consultation with the Liberians to make sure they have 
what they need. But in our view, we have seen really dramatic im- 
provements, and when you think about 2002, when we had marines 
parked off the coast, and we were talking Charles Taylor was on 
the loose, and we really had a crisis, we are in a much better situa- 
tion. 

Ms. Lee. Sure. I agree. So the President understands that this 
cut is coming, and this is part of their plan, and they are fine with 
that, the President of Liberia? 

Ms. Silverberg. Yes, the Liberians are aware of the drawdown. 
This was again adopted in a Security Council resolution. I am not 
aware of any major concerns with them on that, but I would have 
to doublecheck with my colleagues and ask to make sure. But, yes, 
this is all publicly discussed. 

On UNIFEM, I don’t disagree with you one bit on the merits of 
the organization. I support it. We have worked, I think, very effec- 
tively with them. Again, it is a tight budget situation. So in this 
account, we did an increase — we didn’t have increases really any- 
where. So our 2009 request is exactly the same as our 2008 re- 
quest, but we understand that Congress funded at a higher level 
last year. 

Ms. Lee. Yeah, $3.6 million in 2008, and now it is down to — at 
least your request of $950,000. Tragic. 

What about Haiti. 

Ms. Silverberg. Haiti, I think, is one — this is going to really be 
a long-standing effort, MINUSTAH. It is one where we won’t want 
to see any drawdowns unless we are confident that the implemen- 
tation of the Haitian National Police Plan is moving apace, and we 
are really just in the second year of the 5-year plan. So we will 
have to see how we are doing on that. 

Ms. Lee. There was a 22 percent reduction, I think, in your 
budget. 
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Ms. Silverberg. Again this is an estimate. To the extent it is 
not possible, then we will have to manage within the account. But 
we hope that the Haitian National Police Plan will allow the kind 
of security improvements that will allow us to start a drawdown. 

Ms. Lee. Thank you, Madam Chair. 

Mrs. Lowey. Thank you. 

We are expecting votes shortly, but I think what we will do is 
begin a second round. Depending on when the votes come and how 
many, we will either adjourn or continue, and we will make that 
judgment when the bells go off. 

I would like to ask you a question about UNFPA. The world just 
marked the 20th anniversary of the safe motherhood movement, 
yet we are still losing far too many women needlessly due to com- 
plications during pregnancy and childbirth. The United Nations 
Population Fund is the leading U.N. agency addressing maternal 
health and family planning, yet the United States has withheld 
life-saving funds from this agency for the past 6 years. Specifically 
the administration has indicated that funding for UNFPA pro- 
grams around the world is being withheld due to an ongoing con- 
cern with UNFPA’s demonstration program in China that is de- 
signed to promote a voluntary approach to family planning. 

From your perspective, what is the best way to promote a vol- 
untary and human-rights-based approach to family planning in 
China? Is the United States working bilaterally to encourage China 
to support a human-rights-based approach to family planning? 
What role do you think the United Nations should have in address- 
ing concerns about China’s family planning program? And what im- 
pact is the withholding of funds having on UNFPA’s programs in 
Africa and Asia? 

Ms. Silverberg. As you know, Congress has had for many years 
a provision of the — Kemp-Kasten provision, which prohibits the ad- 
ministration from providing funding for any organization that par- 
ticipates — supports or participates in the management of a pro- 
gram of coercive abortion. So the provision doesn’t ask the adminis- 
tration to look at what the impact of the participation is. It doesn’t 
ask it to look at the merits of the organization at large. It really 
just asks one question, which is, is this an organization that is sup- 
porting or participating in the management of a program of coer- 
cive abortion. 

Mrs. Lowey. By the way, you should be aware that several years 
ago, the administration appointed a commission of three people 
who came back and reported to us after visiting China and looking 
at these programs that there were not forced abortions, and that 
they were certainly not in violation of Kemp-Kasten. 

Ms. Silverberg. As I recall the report of the Commission, it said 
that the UNFPA was not knowingly participating in a program of 
coercive abortion. And again, that is not what Kemp-Kasten says. 
It says “supports or participates.” And so it really raises two ques- 
tions, which is, one, is there a program of coercive abortion? And 
in our view there clearly is. The Chinese Government in many 
counties continues to impose excessive, sometimes equivalent to a 
year’s annual salary, penalties on couples that have an additional 
child. And the second question is whether UNFPA was supporting 
or participating in the management of this program. And again, we 
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thought it was clear that they were, both through their financial 
and technical assistance to the Chinese Family Planning Commis- 
sion. 

Mrs. Lowey. It wasn’t clear to the three Commissioners, but I 
understand your comments. 

Ms. Silverberg. So this process, the next annual report to Con- 
gress on the administration’s decision for this year is with PRM, 
and I understand that it is underway now. But I will say that we 
have raised a couple of ways that would — a couple of things that 
would permit UNFPA to receive full funding from Congress. One 
would obviously be a change to the underlying Chinese family plan- 
ning program, and we very much hope that that is underway, that 
that is something the Chinese Government will consider. And the 
second is for UNFPA to change its relationship with the Chinese 
government. 

So we proposed a number of years ago, we proposed, for example, 
that UNFPA only do business in the countries where we don’t see 
these coercive practices or, conversely, for the Chinese Government 
to suspend its practices in the places where UNFPA wants to do 
business. So we have tried to look for ways that would allow 
UNFPA funding without violating what we think is a very legiti- 
mate and serious policy judgment that we need to stay far away 
from any kind of support for coercive abortions. 

Mrs. Lowey. Well, Mr. Kirk may remember several years ago — 
in fact, I believe Mr. Kirk drafted the amendment. 

Mr. Kirk. I am not a 

Mrs. Lowey. I think it is important to state for the record that 
many of us did work in a very careful manner to craft an amend- 
ment whereby it would not function in areas where abortion was 
legal, and it was still opposed by the administration. But I don’t 
want to prolong this discussion. I don’t recall, Mr. Kirk, if you were 
part of that meeting when the Commissioners came back and re- 
ported to us, all three of them. 

But it would be nice if we took consistent positions. And we deal 
with the administration of China when they don’t support a whole 
range of issues and values that we advocate. But we will move on 
because my time is up, and I will turn to Mr. Wolf, who I am sure 
will have a question on another issue. 

Mr. Wolf. Well, when you said China, this radar went off, and 
I think the administration’s policies on China are just so mis- 
guided. It is very disappointing for me as a Republican. 

We plan on offering an amendment to the supplemental, I hope 
it is in the supplemental as it comes out of the bill, prohibiting any 
government employee from attending the Olympics on taxpayer 
dollars, and Clark Randt ought not be the cruise director for Con- 
gressmen or Senators or representatives of this administration, 
Cabinet officials, going to these Olympics. 

It is really bigger than that. There is a U.S./China Commission 
report showing that China is spying against us very, very aggres- 
sively. China is selling weapons that are a direct threat to men and 
women who serve in our military, a direct and major threat to 
them. 

I looked at the Cardinal Kung Foundation Website the other day, 
and they said there were, I believe, 25 or 35 Catholic bishops and 
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priests in jail or under house arrest. Congressman Chris Smith 
took holy communion from Bishop Su. He has not been seen since. 
One person saw him being moved from one car to another car, and 
I assume he may very well be dead. 

Congressman Smith and I were in Beijing prison number 1 in 
1991 where we saw Tiananmen Square demonstrators who were 
making socks for exports to the West. Many of them are still in 
prison today. They have closed down the sock manufacturer in Bei- 
jing prison number 1. 

But we see what they are doing in Tibet with the Buddhist 
monks and nuns, and I guess we really don’t see what they are 
doing because the Western press has been forced out — there are so 
many reasons — the way they treat Rebiya Kadeer. I don’t know if 
you read yesterday’s Washington Post op-ed piece by Rebiya 
Kadeer. They have taken her kids away, they are in prison, beating 
them, and Clark Randt can’t even get in to see them. That is how 
little effectiveness we actually have. 

And so I hope this amendment is adopted by the committee on 
the supplemental so that we don’t put it in our bill after the Olym- 
pics are over. We are not saying there ought to be a boycott of the 
Olympics. I think the athletes have worked hard. But no American 
Government official, unless Clark Randt wants to spend his own 
money and his own dime to buy the ticket — but no government offi- 
cial should go to China on taxpayer money. We are making an ex- 
ception for the President, because obviously — I mean, hopefully his 
heart will tell him not to go, and we are not going to stop Secret 
Service and security and communication, which leads me to the 
issue that I was going to ask you about until you mentioned the 
word China. 

As far as Darfur, we know what they are doing or not doing and 
how China has been recalcitrant at the U.N. On the whole issue 
of Darfur. China in essence holds the key to the solution. So that 
is another issue, which leads me to what new information do you 
expect to come out of Special Envoy Rich Williamson’s — he is a 
good person, and I think the President made a good selection. And 
I think Andrew Natsios was a good selection, and I commend the 
President or Senator Danforth on the North/South negotiation and 
the peace there. What should we be expecting now as a Nation and 
as the Congress? Because I am sure Williamson has been going 
over there back and forth. The world is waiting to see, but the con- 
ditions are no better, and in some respects they are actually worse, 
because people in the camps are just so exhausted, and they are 
so beaten down. And from an international point of view, what 
should we expect at the U.N., and when should we expect it? 

Ms. SlLVERBERG. I think the special envoy has focused really in- 
tensely on UNAMID deployments specifically. He is obviously the 
right person to do that because of his U.N. experiences. And so he 
has presented the Sudanese with essentially an option, with a list 
of our expectations with regard to their cooperation with the de- 
ployment of the mission, which has been less than optimal, as you 
know. We have seen both pretty overt obstruction from them, in- 
cluding a case where Sudanese armed forces opened fire on a U.N. 
supply convoy; objections to certain nationalities deploying as part 
of the force, which is the Thai and Nepali in particular, which is 
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a problem because they are essential to make sure this force has 
the necessary enablers. And then we have also seen some sort of 
covert obstruction, so delay in giving visa authorization or denial 
of the ability to do night flights, that kind of thing. And so what 
Rich has been doing is focus with the Sudanese on our expectations 
of their cooperation. At the same time, he has been developing a 
list of punitive options if we don’t see that. And I think he takes 
that possibility very seriously, too. 

Mr. Wolf. Is there any timeline that we should expect? I am not 
asking you to tell me what they are today if it hasn’t been pre- 
sented yet to the President, but is there a timeline? 

Ms. SlLVERBERG. On the punitive measures or on the deployment 
itself? 

Mr. Wolf. On whatever we plan on doing or whatever rec- 
ommendations he plans on making. 

Ms. SlLVERBERG. I think he is in ongoing discussions with the 
Sudanese, so I think it might be better to let him talk with you 
about that. 

On the deployment side, he has set out a goal that we have 3,600 
new African troops deployed by June. We think that is quite pos- 
sible. 

Mr. Wolf. What is the number now? 

Ms. SlLVERBERG. The number is 9,200 troops and about 1,300 ci- 
vilians. What he would like to see with these 3,600, which are 
made up of Ethiopian, Egyptian and Rwandan forces in particular 
in combination with a bunch of other enablers, we would like to see 
that kind of quick impact. 

We are doing a lot of work, mostly through AF, supporting those 
troop contributors and their ability to deploy. The Egyptians are in 
pretty good shape, but both with respect to the Ethiopians and the 
Rwandans, we are supporting their efforts to get — to be deployable 
sooner rather than later. And so that is our working goal. 

Mr. Wolf. And the money is available? 

Ms. Silverberg. Yes, sir, the money is available. 

Mr. Wolf. But is there a date that the State Department or the 
administration is looking to say, okay, here is when we are going 
to announce our new policy, our new plans so the world knows? 

Ms. Silverberg. I think that will be a decision made by the 
President with the advice of the Secretary and Rich, I think. So I 
think I should let them 

Mr. Wolf. Well, it must be bold. I have been critical of the Presi- 
dent going off to China to the Olympics, I have also said in the 
same conversations that I commend the President for his activities 
with regard to Darfur. He has probably done more than any other 
world leader, and I know he cares deeply about it. I think it is im- 
portant for the administration, as this is your last year in power, 
to put everything in place, because my sense is whoever wins the 
Presidency, this issue won’t be the most pressing issue for 6, 7, 8, 
9 months. You don’t want to walk out the door on January 20th 
with this thing still lingering the way that it is. 

Thank you, Madam Chair. 

And thank you for your time. 

Mrs. Lowey. Thank you. 

Ms. McCollum. 
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Ms. McCollum. Thank you. 

I would like to talk about food aid for a few minutes, the World 
Bank and the World Food Program. And some in our own govern- 
ment are warning that we face a global hunger crisis stemming 
from soaring food prices. Adding to the challenge is our falling dol- 
lar, making it more difficult and more costly for the United States 
to respond with more commodities. 

We need a strategic response to face these challenges, and we 
need to increase the support for agricultural activities in the devel- 
oping world. So in the budget there is a request for $14.6 million 
in an increase to the Food Agricultural Organization, which, as you 
know, is an organization that supports sustainable agricultural 
programs in developing countries. But $14.6 million is really not 
that much money when you look at the number of lives that are 
impacted and will continue to be impacted with hunger in the up- 
coming years. So what was the administration’s idea for this pro- 
posed increase? What do they hope to really gain with this amount? 
And how is your office coordinating with USAID and State and 
multilateral and bilateral programs targeted at agriculture? 

Ms. Silverberg. Great. We have a lot of support for FAO’s man- 
date. We have serious concerns about FAO’s ability to implement 
its mandate to use taxpayer resources in a way that can best serve 
food security, food safety issues and other things. 

In essence, you will recall that with support from this committee, 
we supported an independent external evaluation of FAO, basically 
the way that FAO operates, and it came back with over 100 specific 
recommendations of things that needed to happen at FAO. Before 
any of those things were implemented or even underway, FAO 
adopted a really massive budget increase last fall, and we and a 
number of the strongest supporters of FAO voted against or ab- 
stained. I think countries that did not support the budget increase 
make up about half of FAO’s resources. 

What we have said is that we need to — again, external report 
pointed to a lot of problems, authoritarian management, basically 
inefficiencies. What we would like to see is FAO undertake some 
efforts on that before we see massive budget increases. We need to 
make sure that that money can be spent effectively. 

Ms. McCollum. Knowing that there is a crisis out there, and 
then knowing that you don’t think that the Food and Agricultural 
Organization is the best way to work on changing things right now, 
the second part of my question is, what is your office doing then 
to make up for the lack of support that we are going to be giving 
this organization with USAID, State and other multilateral and bi- 
lateral organizations? 

I just came back from Pakistan and Afghanistan where they are 
going to have an increase of $12 million in food aid. And when I 
asked Secretary Rice what countries were going to be cut, it is not 
even countries being cut by not having the food aid available that 
they need, there is dollars already being shifted when we know we 
don’t have enough dollars in this budget for food aid. So what are 
you doing? 

Ms. Silverberg. I actually don’t think that FAO is the best 
mechanism for addressing this. 
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Ms. McCollum. I didn’t say you did. I said there are problems 
there. I said what are you doing to replace the opportunity that 
should be available to us, but, because of lack of confidence, is not 
available to us at FAO? What are you doing? 

Ms. SlLVERBERG. I don’t think FAO generally is a good oppor- 
tunity on this kind of issue. This is a problem for the World Food 
Program. FAO is funded primarily for assessed contributions and 
deals with standard setting and things that can lay the basis 
for 

Ms. McCollum. I didn’t say you had to fund FAO. I said what 
are you doing? If you don’t think you can put the dollars in there 
to help feed people who we know will be starving, what are you 
doing to make up for the lack of having that organization to work 
through? 

Ms. Silverberg. As I was saying, I don’t think even in the best 
circumstance that would be the organization we would work 
through, but we would work through the World Food Program. And 
as you know, we have a supplemental request of $350 million be- 
fore the Ag Committee. AID, in response to investors’ latest appeal, 
is looking on a country-by-country basis whether there are addi- 
tional funds that need to be requested, and we also have a proposal 
before Congress that would permit more local purchase, which I 
think would be very helpful in addressing the impacts of the en- 
ergy crisis on the current food crisis. 

Ms. McCollum. I am not satisfied with the answer, but I will 
let it go. 

Mrs. Lowey. Thank you. I will ask one more question, and then 
anyone who has additional questions can submit them for the 
record. 

It is well demonstrated that the lack of a strong, well-resourced 
women’s entity at the United Nations, one with policymaking and 
operational responsibilities as well as an effective presence at the 
country level, led by an Under Secretary General, has impeded the 
advancement of gender equality and the empowerment of women. 
A number of countries and regional blocs have expressed strong 
support for a gender equality architecture within the U.N. system, 
including Canada, Liberia, MERCOSUR, Mexico, Switzerland, Nor- 
way, EU, Philippines, Australia and New Zealand. Will the United 
States be added to this list? And how do you justify the 73 percent 
cut in the administration request for UNIFEM? 

Ms. Silverberg. Thank you. 

We strongly support a strengthened women’s mechanism at the 
U.N. The one thing we have cautioned with all of our allies on that 
is that we don’t lead to something that undermines our 
mainstreaming effort. Women’s issues can’t be the function of just 
one under secretary general. Every part of the U.N. system has a 
core responsibility for dealing with women. You can’t do humani- 
tarian aid through the World Food Program if you can’t deal with 
the women who are the fundamental providers, have meals for 
their kids. You can’t deal with development programs at UNDP un- 
less you deal with the fact that most new entrepreneurs in devel- 
oping countries are female. And so what we have said is we need 
to strengthen the mechanism, but without doing anything that sug- 
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gests to other parts of the U.N. system that they don’t have a job 
on women. 

On UNIFEM, I don’t disagree at all with your strong support for 
that organization. I share it. It is obviously a very tight budget sit- 
uation. So our 2009 request reflected our 2008 request. As I said 
to Congresswoman Lee, we absolutely think this is a good organiza- 
tion. 

Mrs. Lowey. You know, it is interesting. I think most of us on 
this committee strongly support the United Nations, yet over and 
over again we have talked about the fact that we are way behind, 
$2.8 billion in dues, way behind in arrears, yet we are spending 
$12 billion a month in Iraq. And it is estimated that the war is 
going to cost about $3 trillion. So I would strongly suggest that the 
administration reevaluate a cut in peacekeeping, our lack of ful- 
filling our responsibilities when it comes to dues and certainly 
when it comes to important organizations such as this. 

Now, since Mr. Kirk just came back, and I was about to close the 
hearing, if you have an urgent question 

Mr. Kirk. One last issue. 

My only last question is a disturbing trend that we saw first in 
Lebanon and now in Gaza of Fatah-e-Islam now operating directly 
out of UNRA camp. The Prime Minister of Lebanon, Fuad Siniora, 
described the UNRA camps as the places that represented the 
greatest threat to the Lebanese democracy, and yet we provide 
hundreds of millions of dollars to UNRA, which allows Fatah Islam 
to operate. 

I mentioned Fatah Islam because Ahmed Abdel-Rahman, who is 
the top security aide to the Palestinian President, Mahmoud 
Abbas, describes them as extremely terrorist, not linked to Fatah 
and a radical organization. And this is the Palestinian President’s 
office describing this. We now see Fatah Islam announce their op- 
erations in Gaza inside the UNRA camps. 

So we have 154 million bucks that our committee approved for 
UNRA. Do you think we ought to begin to condition our funding 
on at least running a refugee camp without an al Qaeda cell that 
has directly been stated to us by the elected government of the Pal- 
estinians and the elected government of Lebanon as a direct threat 
to their survival, that they maybe shouldn’t be there? 

Ms. SlLVERBERG. I think I would want to ask the lawyers, but 
I think I would read existing legislative restrictions to prohibit — 
you know, our existing requirement that UNRWA report on its 
ability to prevent misdirection of funds to radical groups including 
those involved in terrorism I think would 

Mr. Kirk. So the question is with the Nahr al-Bared camp up in 
northern Lebanon, clearly a heavily armed fortress was built, and 
all of the UNRA staff knew it. So shouldn’t we might restrict the 
funding to that camp? 

Ms. Silverberg. I guess I wouldn’t want to get into the details 
of what we think is happening in the camps in this setting, al- 
though I would be happy to do it in any other setting. But there 
is no question that the camps in Lebanon have posed a grave risk, 
and we saw the Lebanese Armed Forces taking some really coura- 
geous and actually hopeful response to them 
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Mr. Kirk. Your counterpart Secretary Welch has been vociferous 
in giving a blank check to UNRA. And I would say the record is 
fairly clear that because of the incompetent, ignorant or completely 
absent administration of UNRA, we are funding both sides of this 
conflict. We are funding the Lebanese Government, and we are 
funding the terrorists. We are funding the Palestinian Authority, 
and we are funding not just Hamas — these guys are to the right 
of Hamas. 

Ms. SlLVERBERG. I think what David may be dealing with is on 
the one hand, especially within Lebanon, the strong view of the 
Lebanese authorities that these camps need to stay camps, that 
they don’t want to see assimilation of these groups; and, two, the 
fact that we think humanitarian — a humanitarian response to 
both 

Mr. Kirk. I would bet you that if you asked Prime Minister 
Siniora should we provide UNRA funding to the Nahr al-Bared 
camp, he probably would have said no, because it was a direct 
threat to his own government. And if you had said to President 
Abbas, do we interrupt funding to certain places that seem to be — 
he would probably, based on his own security chief, give a different 
answer than Assistant Secretary Welch. 

Mrs. Lowey. Thank you. 

And, Assistant Secretary Silverberg, I thank you again for your 
time. 

This concludes today’s hearing on the administration’s fiscal year 
2009 budget request for international organizations and peace- 
keeping activities. And the Subcommittee on State, Foreign Oper- 
ations, and Related Programs stands adjourned. I thank you. 
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Questions for the Record Submitted to 
Assistant Secretary Kristen Silverberg by 
Representative Frank Wolf (#la and lb) 

House Appropriations Committee 
Subcommittee on State, Foreign Operations and Related Programs 

April 2, 2008 


UN Procurement Task Force 


Question : 

As a follow-on to the UN Oil-For-Food investigation, a Procurement Task Force 
was established in January 2006 in the UN’s Office of Internal Oversight Services 
(OIOS) to address fraud and corruption in the UN Secretariat and all UN 
peacekeeping missions. I understand that it was very difficult to get the 
Procurement Task Force extended to December 2008, in spite of the fact that less 
than one-third of the cases reported to this body for investigation have been 
resolved. 

la. What is the US doing to support the ongoing work of the Task Force? 

The integrity of the UN’s peacekeeping missions is such an important function that 
there should be an entity to carry out this function on a permanent basis. 

1 b. What is the United States Government doing to ensure that this task force 
continues to function past 2008? 

Answer : 

We are actively supporting the work of the Task Force. In December 2007, 
the U.S., working with other member states, successfully secured UN General 
Assembly agreement to fund the Office of Internal Oversight Services (OIOS) 
Procurement Task Force (PTF) through December 2008. With over 250 open 
cases, we believe it is critically important to actively follow up on allegations of 
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fraud and malfeasance in the UN’s procurement service. In the coming months, 
the U.S. will work with other nations to create a permanent capacity within the 
OIOS to continue the type of work currently conducted by the PTF. Additionally, 
the United States is working with other nations to find ways to address the 
problems cited by the OIOS in its comprehensive management review of 
peacekeeping procurement and those systemic issues found by the Procurement 
Task Force. 

In a report circulated in December 2007, OIOS outlined a plan to integrate 
the PTF caseload into the work of the OIOS Investigations Division. The U.S. 
conceptually supports this proposal to capitalize on the experience of the PTF 
personnel and maintain this expertise in OIOS, but we are waiting for the 
publication of a follow-on report containing details of the proposed merger. 
Incorporating the task force functions into OIOS would help ensure that its work 
will continue. The proposal will be considered this May by members of the UN 
General Assembly’s Fifth Committee. The number of open cases demonstrates the 
need to create a longer term mechanism to examine this high-risk sector of the UN 


Secretariat. 
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Question for the Record Submitted to 
Assistant Secretary Kristen Silverberg by 
Representative Frank Wolf (#2a - 2c) 
House Appropriations Subcommittee on 
State, Foreign Operations and Related Programs 
April 2, 2008 


Question: 

What is the anticipated size of the UN presence in Baghdad? 

Answer: 

Currently, the UN has 32 1 staff in Baghdad - 158 international civilian 
staff and 163 UN guards. In addition, the UNHCR’s resident coordinator 
moved to Baghdad in March, and his office is scheduled to receive five 
international staffers. The UN is actively trying to increase its number of 
military advisors from 4 to 25, and it has raised its ceiling on 
international staff by 25. While we foresee that increasing numbers of 
UNAMI personnel will be relocated to Baghdad under the expanded 
UNAMI mandate, the exact size of UNAMI’s presence will depend on 
the security environment, and the number of MNF-1 forces available to 
protect UNAMI personnel. 

Question: 

2b. What security precautions will be taken in this location? Will 
security be better in this location than the original proposal? (UN Envoy 
in Iraq told us that he planned for the new building to be located near the 
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new US Embassy to aid in security measures. No further details have 
been provided.) 

Answer: 

The UN’s plan for a new building in Baghdad is not finalized. UNAMI 
is interested in building its headquarters on a plot of land in the 
northeastern portion of the Al-Sijud Palace Complex, which is in the 
International Zone and adjacent to the new U.S. embassy. In order to 
secure the land, UNAMI must resolve two outstanding requests with the 
Government of Iraq: a request to grant the UN a lien in writing for 25 
years rent on the compound site, and a request for more details regarding 
the Iraqi Government’s promise to defray a percentage of the costs of the 
compound, currently budgeted at US $98.2 million. In addition to these 
two outstanding issues, UNAMI still does not have the Government of 
Iraq’s final approval to build on this land. UNAMI is hoping to resolve 
all of these issues prior to May 7-8, when SRSG de Mistura briefs the 
Advisory Committee on Administrative and Budget Questions 
(ACABQ). Based on this briefing, the ACABQ will present its 
recommendations to the UN General Assembly (UNGA) on whether to 
fund the construction of the proposed compound. 
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MNF-I is currently mandated with providing security for UNAMI 
personnel. A Georgian contingent of the Coalition currently guards the 
two existing UN facilities in Baghdad, the Tamimi compound and the 
SRSG’s residence. In addition, the proximity of the proposed UN 
compound to the new U.S. embassy suggests that the UN might be 
interested in arranging for U.S. security contractors to guard the two 
compounds jointly. 

Question: 

2c. The State Department is currently responding to concerns about 
contractor performance in our New Embassy Compound in Baghdad. 
What efforts will be made to ensure that contracting for this UN building 
is done in a timely, reliable, and safe manner? 

Answer: 

The process of hiring contractors has not yet begun. Construction will 
not begin until after the UNGA decides whether to fund the construction 
of the compound. After the UNGA agrees to fund the construction of the 
UN compound, the bidding process and the hiring of contractors will be 
undertaken by the UN through its procurement mechanisms. 
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Questions for the Record Submitted to 
Assistant Secretary Kristen Silverberg by 
Representative Frank Wolf (#3) 

House Appropriations Subcommittee on 
State, Foreign Operations and Related Programs 
April 2, 2008 


Budgeting for Peacekeeping Missions 
Question : 

With the exception of Sudan, you are requesting decreased funding for every UN 
peacekeeping mission. Just to mention a few: Lebanon, Congo, Haiti, East Timor, 
and Ivory Coast all show requested funding below Fiscal Year 2008 amounts. 

3a. Do you believe these are realistic estimates of what the US Government is 
likely to be assessed? 

3b. Are all these missions phasing down or closing out? Please explain. 

3c. Do you expect to submit a supplemental request in 2009? 

3d. It is likely that the FY 2009 request will not fully cover assessments. If FY 
2009 funding is not sufficient to pay assessments, for which missions would 
you plan to defer payments into FY 2010, and why? 

Answer : 

With regard to the FY 2009 budget, the President has requested $1 .497 
billion for the Contributions for International Peacekeeping Activities (CIPA) 
account. Budgeting for UN peacekeeping is inherently unpredictable. The size 
and cost of UN peacekeeping missions depend on conditions on the ground which, 
by definition, can change rapidly. 
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As a result, specific figures for each peacekeeping operation are notional estimates 
that are likely to be adjusted throughout the budget process, and throughout the 
year, to account for changing circumstances in each mission. Our request for FY 
2009, within the constraints of the overall budget, is intended to ensure that the 
United States continues to play the leading role in financing UN peacekeeping 
operations and to ensure that the UN has the financial resources necessary to avoid 
any disruption or delays. 

We are hopeful that some drawdown of peacekeeping forces in such 
missions as UNMIL, UNOCI and MONUC will be possible in FY 2009. In 
Liberia, a plan is being implemented to consolidate and draw down the mission, 
measured against progress in building Liberian security institutions. The UN 
Security Council will consider possible further reductions. In Cote d’Ivoire, the 
successful conduct of elections scheduled for November 2008 and continuation of 
disarmament, demobilization, and reintegration activities should open the 
possibility of an eventual drawdown. In Congo, we hope for a gradual reduction as 
national forces assume security roles and security and governance benchmarks are 
further achieved. UNMEE has already drawn down due to Eritrea’s fuel restriction 
and further draw down or even closure of the mission is likely. MINUSTAH is 
now a mature ongoing mission where substantial infrastructure has already been 
developed. 
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We will continually reassess and manage resources within the CIPA account 
to ensure that UN peacekeeping operations are adequately funded so we will not 
have to defer payments into 2010. The Administration has not made a final 
determination of the scope, scale and size of a FY 2009 supplemental request. 
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Questions for the Record Submitted to 
Assistant Secretary Kristen Silverberg by 
Representative Frank Wolf (#5) 

House Appropriations Subcommittee on 
State, Foreign Operations and Related Programs 
April 2, 2008 


UN Peacekeeping Missions 
Question : 

Your budget justification document includes a performance rating for each of the 
UN peacekeeping missions for which funding is requested under the CIPA 
account. The sources cited for determining these ratings are all UN documents. 
Please submit for the record a detailed description of how these ratings are 
developed and any additional sources, analysis, or measurements that the 
Department is using to determine the performance of a particular UN peacekeeping 
mission. 


Answer : 

When determining performance of a particular UN peacekeeping mission, 
the Department reviews information from a variety of sources including 
information from the UN Secretariat, UN Security Council Resolutions, UN 
Department of Peacekeeping Operations (DPKO), UN peacekeeping missions, 

U.S. embassies and the press oh the effectiveness of UN peacekeeping operations 
in fulfilling the mandates. Data is collected by active solicitation of views of U.S. 
embassies, State Department and UN assessments, other government agency 
reports, press reports and UN reports. Furthermore, the UN Department of 
Peacekeeping Operations (DPKO) Best Practices Unit annually prepares numerous 
reports on UN peacekeeping missions that focus on the efficiency and 
effectiveness of peacekeeping missions and provide specific examples of results of 
previous actions taken and recommendations for new actions to be taken to 
improve effectiveness in the specific mission and other missions. We continually 
use information taken from the above sources to assess whether UN peacekeeping 
missions are fulfilling their mandates and advancing our objectives. 




Thursday, April 10, 2008. 


U.S. POLICY AND PROGRAMS IN IRAQ 

WITNESS 

AMBASSADOR RYAN C. CROCKER, U.S. AMBASSADOR TO IRAQ 

Ms. Lowey. Good morning. The Subcommittee on State, Foreign 
Operations, and Related Programs will come to order. 

I want to welcome Ambassador Crocker. I appreciate your mak- 
ing time for the Appropriations Committee during your very busy 
week in Washington. Before we begin today’s hearing to review 
U.S. policies and programs in Iraq, let me commend you once again 
for your service to our nation. 

Your retirement at the end of the year will cap an extraor- 
dinarily impressive career. In addition to serving as Ambassador to 
Iraq and Pakistan, you have held other especially difficult assign- 
ments in places such as Syria and Afghanistan. Your service and 
sacrifice are deeply appreciated and embody the best qualities of 
our Foreign Service, just as General Petraeus represents the cour- 
age, commitment and can-do attitude of our military. 

However, even the most capable of our diplomats and the most 
skilled of our generals cannot put Iraq back together if the Iraqis 
do not help themselves. Since 2003, Congress has appropriated 
over $45 billion for relief and reconstruction in Iraq. In the coming 
weeks, this Committee and the Congress will consider the Adminis- 
tration’s request for an additional $3.4 billion for the Department 
of State and USAID’s efforts in Iraq. 

The war has already cost the American taxpayer $500 billion, 
nearly 10 times more than the Administration initially estimated, 
and some distinguished economists have made the case that the 
true cost impact of the war is $3 trillion. 

However, we cannot even begin to quantify the cost in American 
and Iraqi lives and the damage to America’s reputation globally. 
Indeed, I fear that our national security, the stability of the region 
and the security of the world are more at risk now than before the 
Iraq War began. 

Ambassador Crocker, you and General Petraeus have made the 
case to various committees this week that the surge has succeeded. 
With all due respect, Mr. Ambassador, the surge in my judgment 
has not delivered what was promised. 

We must look beyond any short-term security gains to assess 
whether Iraqis are making sustainable progress on the broader po- 
litical, economic and security reconciliation objectives. After all, 
with the best military in the world one would expect that more 
U.S. troops would yield an immediate improvement on the security 
side. 
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What happens when U.S. troops are reduced? Can the Iraqi 
forces sustain these gains? If so, why are we not transferring re- 
sponsibility to the Iraqis more expeditiously? 

It is also important to ask how much of the success of the surge 
is due to factors outside of our control, including the cease fire of 
Muqtada al-Sadr, which was largely negotiated in Iran, and the re- 
duction in violence due to the sad fact that ethnic cleansing and 
segregation have removed minority populations from most of the 
mixed ethnic neighborhoods around Baghdad. 

With a military that is stretched to the breaking point, more and 
more soldiers and their families suffering from PTSD and a domes- 
tic economy heading into recession, we have to consider tough ques- 
tions. Are Iraqi leaders showing sufficient political will and com- 
mitment to political reconciliation? 

Ambassador Crocker, I hope that you will talk with us about 
what is happening on the political scene in Iraq. Do the positive 
steps in recent months represent sufficient progress in the areas 
that really matter? Are we making sufficient progress to warrant 
continued commitment of U.S. blood and treasure? And, Mr. Am- 
bassador, is there an exit strategy? 

While we have seen some legislative successes on some of the 
benchmarks such as De-Baathification and oil revenue sharing, 
questions remain about how and if these new laws will be enforced 
and implemented. Other benchmarks, such as disarming and dis- 
banding militias, remain unmet. 

The larger question that remains unanswered for many of us, for 
many Americans, is whether the conditions and the political will 
exist among Iraq’s leaders and its neighbors for a unified, stable, 
democratic Iraq that provides a fair and equitable stake for all 
Iraqis in the political, economic and social framework of the coun- 
try. If not, after five years why are we still risking Americans’ lives 
and treasure? 

Should we not instead focus on a more realistic strategy for long- 
term regional security? To that end, I would like you to address 
two transitions that I hope are already underway. First, a transi- 
tion from a military-led reconstruction and stabilization effort to a 
civilian-led effort. 

I understand that in the initial post-combat operation days, it 
may have been necessary for DOD to play a larger role in recon- 
struction. But I do not think it is appropriate, cost-effective, sus- 
tainable or in our best interest for U.S. soldiers still to be collecting 
trash or for that matter providing small business micro grants or 
even changing lightbulbs. 

It is the role of USAID to train and help Iraqis assume responsi- 
bility for rebuilding and maintaining the political, economic and so- 
cial infrastructure and institutions of the country. Have these ac- 
tivities been fully transitioned or even partly transitioned over to 
USAID? 

In that light, why is there an increased funding request in the 
supplemental for the Commander’s Emergency Response Program? 
After five years in Iraq, the agency with the appropriate knowledge 
and authority should be managing these programs. 

Now, when I asked Deputy Secretary Negroponte if there were 
such transition plans to transfer this responsibility to the State De- 
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partment and USAID he suggested that I ask you. So I hope you 
will be able to elaborate on these plans, particularly the staff and 
resource implications for State and USAID if there is a drawdown 
on troop levels. 

Second, a transition from a U.S.-led to an Iraqi led and Iraqi-fi- 
nanced reconstruction and stabilization effort. With oil at $105 a 
barrel, I do not understand why we are still spending so much 
money to maintain and secure Iraqi infrastructure. Why are more 
of these oil resources not going to benefit the Iraqi population? Can 
you speak to reports that significant amounts of Iraqi oil are being 
diverted to the black market, some fueling the insurgency? 

Ambassador Crocker, we have much more to discuss, including 
many questions from my colleagues. So let me conclude again by 
commending the courage and commitment of you, your staff, your 
family and all our brave young men and women, those who wear 
the uniform as well as those civilians who put themselves in 
harm’s way — to pursue diplomacy, development and humanitarian 
assistance on behalf of the American people. We may not always 
agree on U.S. policy, but I can assure you we are united in our 
gratitude for the service and sacrifice of our fellow citizens. 

I now would be delighted to turn to my Ranking Member for any 
comments he may wish to make. 

Mr. Wolf. Thank you, Madam Chair. 

Mr. Ambassador, welcome and thank you for your service and all 
the people who serve with you and also if you would pass it on to 
General Petraeus and all the people who serve with him. We ap- 
preciate it very, very much. 

I watched most of the hearings, and I did not hear this one issue 
come up. I would like you to think about it as we take leave for 
a break. The Christians in Iraq are going through a very difficult 
time. Forty Assyrian churches have been bombed in Iraq since 
2004. In January alone we were told that six churches and two 
nunneries and one orphanage run by a nunnery were attacked, and 
you know the Catholic bishop was killed about six weeks ago, and 
there was a Catholic priest killed last week. 

There are a large number of Iraqi refugees living in both Jordan 
and in Syria. The Iraqi Government has only pledged $17 million 
of $25 million and given $17 million. What I would like to ask is 
if we could get a decision by the end of next week that there would 
be someone perhaps from our government based in Amman to deal 
with the refugees. 

Many of them are Christians. As you know, the Christians do not 
have a militia. They are a very peaceful people. They have made 
a tremendous contribution to Iraq. In the Biblical history of Iraq, 
Abraham was from Iraq. If we could have somebody in our govern- 
ment to be responsible for dealing with the refugees — both Chris- 
tian and non-Christian, but the Christians are having a particu- 
larly difficult time in both Jordan and also in Syria — I would ap- 
preciate it. 

Secondly, if you could on an urgent basis urge or demand the 
Iraqi Government to take some of their revenue. We saw refigures 
from the creation of the fund to date. They have $98.8 billion in 
resources for their oil, and as the price of oil has gone up they 
could take some of that money to help their own people. 
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Now, I understand the committee, we have done that and I think 
we will continue to do so, but I saw a figure that the need for this 
coming year is about $1 billion. I believe it is $893 million with the 
opportunity to continue to grow. If we could have the Iraqis put up 
a large portion of that money because it is their people. We want 
these people to have education. We want them to have food and 
housing. 

Lastly, if the Administration could have someone in Amman, or 
if you think appropriate in Damascus — I think Amman may be a 
better place — to coordinate the efforts, bring in perhaps World Vi- 
sion and other NGOs to help the refugees that are both in Syria 
and in Jordan I would appreciate it. 

I think the Iraqi Government has a moral, and I think a legal 
obligation to also help fund that, so if you can be thinking about 
that as we go to vote I would appreciate it. 

Again, please thank your people for their service to the country. 
I appreciate it. 

Ms. Lowey. Thank you. 

Mr. Obey. 

Mr. Obey. Mr. Ambassador, you know the old French saying. The 
more things change, the more they remain the same. I have been 
here 39 years, and it is deja vu all over again, as Yogi Berra would 
say. 

I remember when another distinguished diplomat used to come 
up to the Hill to try to sell us that there was light at the end of 
the tunnel in Vietnam, Phil Habib, a terrific Foreign Service Offi- 
cer. I had great respect for him, but virtually everything he told us 
was wrong. I think, frankly, that most of what we are getting from 
the Administration is wrong. 

We have been mired in this war now for five years. The so-called 
surge has been touted as a success because the number of violent 
actions in Iraq has dropped, but in fact I have three very large 
problems with that interpretation. 

First, it ignores the fact that a good deal of the decline in vio- 
lence is simply because many regions have been effectively eth- 
nically cleansed. The groups have already been separated. Exam- 
ple: Baghdad once had a 65 percent Sunni majority population 
around the start of the war. It is now a 75 to 80 percent Shi’a ma- 
jority city. No need to keep killing people if your enemies are al- 
ready gone. That is the problem. 

Second, you have the implied argument that violence will start 
up again when the surge dissipates and when we begin to leave. 
That to me is a confession that the basic realities have not 
changed. What it really is saying is that violence will go down only 
so long as we have a huge presence there or else the parties will 
be at each other’s throats. That means we are caught in a Ground- 
hog Day loop, and the logic of that would have us stay there for- 
ever because the surge apparently only works so long as we are 
surging. 

Third, the Administration cannot tell us when a withdrawal is 
feasible. They cannot tell us how many troops they expect to be 
there in Iraq at the end of the year. That means in my view there 
is no real plan for getting out. It means the Administration really 
does not have an exit strategy except a wing and a prayer. 
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It reminds me of a poker player who compulsively always stays 
in the game no matter how bad his cards are in the faint hope that 
something will turn up. In my view, we need to set a goal — if not 
a deadline, at least a goal — for ending our participation in combat 
in order to shake up the place. 

It seems to me that such a goal would send a message to our 
friends that they have to shape up and compromise, and it would 
send a message to our enemies that they no longer have the argu- 
ment that they can persuade people to continue to attack us be- 
cause we are an empire that plans to stay there forever. 

We can speculate about what will happen in Iraq, but there is 
no need to speculate about what these actions mean on the home- 
front because we already know what the continued presence in Iraq 
is costing us in terms of lost opportunities at home. 

I am sad to say, but this war has already ruined one Administra- 
tion, and I think the Administration policies have already guaran- 
teed that it will ruin the next one. This war has drifted along for 
so long that there is no real possibility that our participation in 
that civil war will be ended while George Bush is in the White 
House. 

The hard reality is, therefore, that any incoming Administration 
will probably need at least six months and probably more to begin 
to arrange a responsible and orderly withdrawal from combat ac- 
tivities, and it will then probably take a year or more from the date 
of decision to actually accomplish a prudent withdrawal. That 
means that at least the first two years of the next Administration 
will be consumed by cleaning up this God awful mess. 

That will cost at least $200 billion, and it will mean for more 
than two years there will be no money for health care, there will 
be no money to make major repairs on our own economy, our own 
national infrastructure. 

Elections are supposed to bring to a country a fresh start and a 
new beginning, and in my view Administration policy in Iraq has 
effectively denied that new beginning to the President’s successor. 
It is tragic, it is infuriating, and it is why so many of us have 
fought to try to get the Administration to face the reality. 

As I have said many times, it reminds me of the old story about 
Eddie Stanky who used to play second base for the old New York 
Giants. Leo Durocher was the manager, and in spring training 
Durocher was hitting ground balls to the infield. 

Stanky dropped two in a row and so Durocher said here, kid, I 
will show you how it is done. He grabbed the glove. He went out 
to second base. The very first ball hit to Durocher, Durocher 
dropped. Durocher turned to Stanky and said blast it, kid, you got 
second base so screwed up nobody can play it. 

Now, that is a funny story, but it is not funny when applied to 
Iraq because the sad problem is if you substitute Iraq for second 
base and George Bush for Eddie Stanky, you got the picture. 

It is a picture that I think is ruining the ability of whoever be- 
comes President to put this country on a fresh course on anything, 
and that is why while we may debate about what will happen in 
Iraq, we have to face the fact, in my judgment, that if we do not 
have a significant commitment early on to withdraw our forces 
from combat we are going to be ruining the possibility for the fu- 
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ture President to have any significant effect, at least for the first 
three years of his Administration. I hate to say that, but it is the 
sad reality and it is why there needs to be a sense of urgency about 
this policy. 

I want to echo the Chair’s comments in praising you for your 
service. You are a first rate public servant. I just think you have 
a bad case to sell, but thank you. 

Ms. Lowey. Mr. Lewis, do you want to try and get your remarks 
in before we vote? 

Mr. Lewis. Madam Chairman, I very much appreciate your rec- 
ognizing me, but I had hoped to hear the Ambassador’s opening 
statement. I am not sure any of us will have time to get back. 

In the meantime, the dialogue I have just heard reminds me that 
I am not Yogi Berra, but deja vu all over again. I have been here 
only 30 years, not 39, but my first term on this subcommittee I re- 
member discussions about the Middle East, about Central America, 
that were very similar to the discussions that I heard this morning. 

Madam Chairman, I appreciate it very much and probably ought 
to go vote. 

Ambassador Crocker, I am sorry. 

Ms. Lowey. Ambassador Crocker, your comments are too impor- 
tant to do them in any quick way. I think what we will do is recess, 
take our votes and then come back. 

Thank you. 

[Recess.] 

Ms. Lowey. Please proceed. 

Ambassador Crocker. Thank you, Madam Chairwoman, Mr. 
Chairman. If it is agreeable to you, ma’am, in the interest of time 
I would be happy to waive the reading of my statement and ask 
instead that it be entered into the record perhaps with questions. 
Yes, ma’am. 

[The information follows:] 
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Mr. Chairman, Senator Lugar, and Members of the Committee: 

It is an honor to appear before you today to provide my assessment of political, economic 
and diplomatic developments in Iraq. When General Petraeus and 1 reported to you in 
September, I gave my considered judgment as to whether our goals in Iraq were 
attainable - can Iraq develop into a united, stable country with a democratically-elected 
government operating under the rule of law? 

Last September, I said that the cumulative trajectory of political, economic and 
diplomatic developments in Iraq was upwards, although the slope of that line was not 
steep. Developments over the last seven months have strengthened my sense of a 
positive trend. Immense challenges remain and progress is uneven and often ffustratingly 
slow; but there is progress. Sustaining that progress will require continuing U.S. resolve 
and commitment. What has been achieved is substantial, but it is also reversible. Five 
years ago, the statue of Saddam Hussein was toppled in Baghdad. The euphoria of that 
moment evaporated long ago. But as Iraq emerges from the shattering violence of 2006 
and the early part of 2007, there is reason to sustain that commitment and the enormous 
investments we have made both in the lives of our young brave men and women and our 
resources. Let me describe the developments upon which I base such a judgment. 

Reconciliation: National and Provincial Politics 

The first is at the national level in the form of legislation and the development of Iraq’s 
parliament. In September, we were disappointed that Iraq had not yet enacted some key 
pieces of legislation. In the last several months, however, Iraq’s parliament has 
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formulated, debated vigorously, and in many cases passed legislation dealing with vital 
issues of reconciliation and nation building. A pension law extended benefits to 
individuals who had previously been denied them because of their service under the 
former regime. The Accountability and Justice Law (de-Ba'athification reform), passed 
after lengthy and often contentious debate, reflects a strengthened spirit of reconciliation, 
as does a far-reaching Amnesty Law. 

The Provincial Powers Law is a major step forward in defining the relationship between 
the federal and provincial governments. Passage of this legislation required debate about 
the fundamental nature of the state, similar in its complexity to our own lengthy and 
difficult debate over states' rights. The Provincial Powers Law also called for provincial 
elections by October 1, 2008, and an Electoral Law is now under discussion that will set 
the parameters for elections. All major parties have announced their support for these 
elections, which will be a major step forward in Iraq's political development and will set 
the stage for national elections in late 2009. 

In January, a vote by the Council of Representatives to change the design of the Iraqi flag 
means the flag now flies in all parts of the country for the first time in years. The passage 
of the 2008 budget, with record amounts for capital expenditures, insures that the federal 
and provincial governments will have the resources for public spending. All of this has 
been done since September. These laws are not perfect and much depends on their 
implementation, but they are important steps. 
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Also important has been the development of Iraq’s Council of Representatives (CoR) as a 
national institution. Last summer, the CoR suffered from persistent and often paralyzing 
disputes over leadership and procedure. Now, it is successfully grappling with complex 
issues and producing viable tradeoffs and compromise packages. As debates in Iraq’s 
parliament became more about how to resolve tough problems in a practical way, Iraqi 
politics have become more fluid. While politics still have a sectarian bent and basis, 
cross-sectarian coalitions have formed around issues, and sectarian political groupings 
which often were barriers to progress have become more flexible. 

Let me also talk about the intangibles: attitudes among the population and the 
conversations that are occurring among Iraqi leaders. In 2006 and 2007, many people 
understandably questioned whether hatred between Iraqis of different sectarian 
backgrounds was so deep that a civil war was inevitable. The Sunni Awakening 
movement in al-Anbar, which so courageously confronted al-Qa’ida, continues to keep 
the peace in the area and keep a!-Qa’ida out. Fallujah, once a symbol for violence and 
terror, is now one of Iraq’s safest cities. The Shi’a holy cities of an-Najaf and Karbala’ 
are enjoying security and growing prosperity in the wake of popular rejection of 
extremist militia activity. The Shi’a clerical leadership - the Marja’iyyah - based in an- 
Najaf - has played a quiet but important role in support of moderation and reconciliation. 
In Baghdad, we can see that Iraqis are not pitted against each other purely on the basis of 
sectarian affiliation. The security improvements of the past months have diminished the 
atmosphere of suspicion and allowed for acts of humanity that transcend sectarian 
identities. 
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When I arrived in Baghdad a year ago, my first visit to a city district was to the 
predominantly Sunni area of Dora. Surge forces were just moving into the 
neighborhoods still gripped by al-Qa’ida. Residents also were being terrorized by 
extremist Shi’a militias. Less than a year later, at the end of February, tens of thousands 
of Shi’a pilgrims walked through those streets on their way to Karbala’ to commemorate 
the martyrdom of Imam Hussein. Sunni residents offered food and water as they passed 
through, and some joined the pilgrimage. 

News from Iraq in recent weeks has been dominated by the situation in Basrah. Taken as 
a snapshot, with scenes of increasing violence, and masked gunmen in the streets, it is 
hard to see how this situation supports a narrative of progress in Iraq. There is still very 
much to be done to bring full government control to the streets of Basrah and eliminate 
entrenched extremist, criminal, and militia groups. 

When viewed with a broader lens, the Iraqi decision to combat these groups in Basrah has 
major significance. First, a Shi’a majority government, led by Prime Minister Maliki, has 
demonstrated its commitment to taking on criminals and extremists regardless of 
sectarian identity. Second, Iraqi Security Forces led these operations, in Basrah, and in 
towns and cities throughout the south. British and U.S. elements played important roles, 
but these were supporting roles, as they should be. 

The operation in Basrah has also shaken up Iraqi politics. The Prime Minister returned to 
Baghdad from Basrah shortly before I left for Washington - and he is confident in his 
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decision and determined to press the fight against illegal groups, but also determined to 
take a hard look at lessons learned. The efforts of the government against extremist 
militia elements have broad political support as a statement April 5 by virtually all of 
Iraq’s main political leaders - Sunni, Shi’a, and Kurd - made clear. 

A wildcard remains the Sadrist Trend - and whether the Iraqis can continue to drive a 
wedge between other elements of the Trend and Iranian-supported Special Groups. A 
dangerous development in the immediate wake of the Basrah operation was what 
appeared to be a reunification between Special Groups and the mainline Jaysh al-Mahdi 
(JAM). We also saw a potential collapse of the JAM “freeze” in military operations. As 
the situation unfolded however, Muqtada as-Sadr issued a statement that disavowed 
anyone possessing “heavy weapons” - which would include the signature weapons of the 
Special Groups. This statement can further sharpen the distinction between members of 
the Sadrist Trend, who should not pose a threat to the Iraqi state, and members of Special 
Groups, who very much do. 

One conclusion I draw from these signs of progress is that the strategy that began with 
the Surge is working. This does not mean, however, that U.S. support should be open- 
ended or that the level and nature of our engagement should not diminish over time. It is 
in this context that we have begun negotiating a bilateral relationship between Iraq and 
the United States. In August, Iraq’s five principal leaders requested a long-term 
relationship with the United States, to include economic, political, diplomatic, and 
security cooperation. The heart of this relationship will be a legal framework for the 
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presence of American troops similar to that which exists in nearly 80 countries around the 
world. 

The Iraqis view the negotiation of this framework as a strong affirmation of Iraqi 
sovereignty - placing Iraq on par with other U.S. allies and removing the stigma of 
Chapter VII status under the U.N. Charter, pursuant to which Coalition forces presently 
operate. Such an agreement is in Iraq’s interest - and ours. U.S. forces will remain in 
Iraq beyond December 31, 2008, when the U.N. resolution presently governing their 
presence expires. Our troops will need basic authorizations and protections to continue 
operations - and this agreement will provide those authorizations and protections. 

The agreement will not establish permanent bases in Iraq, and we anticipate that it will 
expressly foreswear them. The agreement will not specify troop levels, and it will not tie 
the hands of the next Administration. Our aim is to ensure that the next President arrives 
in office with a stable foundation upon which to base policy decisions, and that is 
precisely what this agreement will do. Congress will remain fully informed as these 
negotiations proceed in the coming weeks and months. 

Mr. Chairman, significant challenges remain in Iraq. A reinvigorated cabinet is 
necessary both for political balance and to improve the delivery of services to Iraq’s 
people. Challenges to the rule of law, especially corruption, are enormous. Disputed 
internal boundaries - the Article 140 process - must be resolved. The return of refugees 
and the internally displaced must be managed. The rights of women and minorities must 
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be better protected. Iraqis are aware of the challenges they face, and are working on 
them. 

Iraq’s political progress will not be linear. Developments which are on the whole 
positive can still have unanticipated or destabilizing consequences. The decision to hold 
provincial elections - vital for Iraq’s democratic development and long-term stability - 
will also produce new strains. Some of the violence we have seen recently in southern 
Iraq reflects changing dynamics within the Shi’a community as the political and security 
context changes. Such inflection points underscore the fragility of the situation in Iraq, 
but it would be wrong to conclude that any eruption of violence marks the beginning of 
an inevitable backslide. 

Economics and Capacity Building 

In September, I reported to you that there had been some gains in Iraq’s economy and in 
the country’s efforts to build capacity to translate these gains into more effective 
governance and services. Iraqis have built on these gains over the past months, as is most 
evident in the revival of marketplaces across Iraq and the reopening of long-shuttered 
businesses. According to a Center for International Private Enterprise poll last month, 78 
percent of Iraqi business owners surveyed expect the Iraqi economy to grow significantly 
in the next two years. 
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With the improving security and rising government expenditures, the IMF projects that 
Iraq’s GDP will grow 7 percent in real terms this year, and inflation has been tamed. The 
Iraqi Dinar remains strong and the Central Bank has begun to bring down interest rates. 

Iraq’s 2008 budget has allocated $13 billion for reconstruction, and a $5 billion 
supplemental budget this summer will invest export revenues in building the 
infrastructure and providing the services that Iraq so badly needs. This spending also 
benefits the United States - Iraq recently announced its decision to purchase 40 
commercial aircraft from the U.S at an estimated cost of $5 billion. 

As Iraq is now earning the financial resources it needs for bricks and mortar construction 
through oil production and export, our primary focus has shifted to capacity development 
and an emphasis on local and post-kinetic development through our network of 
Provincial Reconstruction Teams (PRTs) and ministerial advisors. The era of U.S. 
funded major infrastructure projects is over. We are seeking to ensure that our assistance, 
in partnership with the Iraqis, leverages Iraq’s own resources. Our 25 PRTs throughout 
Iraq have been working to improve provincial and local governance capabilities, 
particularly in budget design and execution. They are also helping to establish critical 
linkages between provincial and federal governments, Our PRTs are great enablers, and 
we are working to insure their continued viability as our forces redeploy. The relatively 
small amounts they disburse through Quick Response Funds (QRF) have major impacts 
in local communities, and congressional support is important, as it is for other vital 
programs in the FY-08 Global War on Terror Supplemental request. 
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Iraq increasingly is using its own resources to support projects and programs that we have 
developed. It has committed nearly $200 million in support of a program to provide 
vocational training for concerned local citizens who stood up with us in the Awakening. 
Our technical assistance advisers have helped design new procurement procedures for 
Iraq’s Oil Ministry. We developed the technical specifications from which Iraq’s state- 
owned oil company will build new oil export platforms and underwater pipelines worth 
over a billion dollars. And in Baghdad, in the last three months the municipality has 
stepped up to take over labor contracts worth $100 million that we had been covering 
under the Community Stabilization Program. 

Like so much else, Iraq’s economy is fragile, the gains reversible and the challenges 
ahead substantial. Iraq will need to continue to improve governmental capacity, pass 
national-level hydrocarbon legislation, improve electrical production and distribution, 
improve the climate for foreign and domestic investment, create short- and long-term 
jobs and tackle the structural and economic problems of the vital agricultural sector. We 
will be helping the Iraqis as they tackle this challenging agenda, along with other 
international partners including the United Nations and the World Bank. 

Regional and International Dynamics 

Along with the security surge last year, we also launched a diplomatic surge - focused on 
enhancing UN engagement in Iraq, anchoring the International Compact with Iraq, and 


9 




869 


establishing an expanded neighbors process, which serves as a contact group in support of 
Iraq. 

The United Nations has taken advantages of an expanded mandate granted to the Untied 
Nations Assistance Mission in Iraq (UNAMI) to increase the scope of its activities and the 
size of its staff. Under dynamic new leadership, UNAMI is playing a key role in preparing 
for provincial elections and in providing technical assistance to resolve disputed internal 
boundaries. UNHCR has returned international staff to Iraq to assist with the return of 
internally displaced persons and refugees. The International Compact with Iraq provides a 
five-year framework for Iraq to reform its economy and achieve economic self-sufficiency 
in exchange for long-overdue Saddam era debt relief. Preparations are underway for a 
ministerial level Compact meeting in Sweden next month; 74 nations were represented at 
last year's gathering in Egypt. 

Iraq's neighbors also understand they have a major interest in Iraq's future. Turkey hosted 
the second ministerial meeting of Iraq's neighbors in November, and Kuwait will host the 
third meeting later this month. In addition to all of Iraq’s neighbors, these expanded 
neighbors conferences also include the Permanent Five members of the Security Council, 
the Arab League, and the G-8. 

Support from Arab capitals has not been strong - and must improve, for the sake of Iraq 
and the sake of the region. Bahrain’s recent announcement that it will return an 
ambassador to Baghdad is welcome, and other Arab states should follow suit. Iraq is a 
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multi-ethnic state, but it is also a founding member of the Arab League and an integral 
part of the Arab world. Last month, Iraq hosted a meeting of the Arab Parliamentary 
Union, bringing the leaders of Arab parliaments and consultative councils to Iraq for the 
first major inter-Arab gathering since 1990. It is noteworthy that the meeting was held in 
the Kurdish city of Irbil, under the recently redesigned Iraqi flag, highlighting both the 
remarkable prosperity and stability of Iraq’s Kurdish Region and the presence of the Iraqi 
federal state. We hope that this event will encourage more active Arab engagement with 
Iraq, and we expect that Prime Minister Maliki’s effort against Shi’a extremist militias in 
Basrah will receive Arab support. 

The presence of the PKK terrorist organization in the remote mountains of Iraq along the 
Turkish border has produced tension between Turkey and Iraq, and led to a Turkish 
cross-border operation in February, including movement of Turkish ground forces into 
Iraq. At the same time, both governments are working to strengthen their ties, and Iraqi 
President Talabani made a successful visit to Turkey in March. 

Syria plays an ambivalent role. We have seen evidence of efforts to interdict some 
foreign fighters seeking to transit Syria to Iraq, but others continue to cross the boarder. 
Syria also harbors individuals who finance and support the Iraqi insurgency. 

Iran continues to undermine the efforts of the Iraqi government to establish a stable, 
secure state through the authority and training of criminal militia elements engaged in 
violence against Iraqi security forces, coalition forces and Iraqi civilians. The extent of 
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Iran’s malign influence was dramatically demonstrated when militia elements armed and 
trained by Iran clashed with Iraqi government forces in Basrah and Baghdad. When the 
President announced the Surge, he pledged to seek out and destroy Iranian-supported 
lethal networks inside Iraq. We know more about these networks and their Quds Force 
sponsors than ever before - and we will continue to aggressively uproot and destroy 
them. At the same time, we support constructive relations between Iran and Iraq and are 
participating in a tripartite process to discuss the security situation in Iraq. Iran has a 
choice to make. 

Looking Ahead 

Mr. Chairman, almost everything about Iraq is difficult. It will continue to be difficult as 
Iraqis struggle with the damage and trauma inflicted by 35 years of totalitarian Ba'athist 
rule. But hard does not mean hopeless, and the political and economic process of the past 
few months is significant. I must underscore, however, that these gains are fragile, and 
they are reversible. Americans have invested a great deal in Iraq, in blood as well as 
treasure, and they have the right to ask whether this is worth it, whether it is now time to 
walk away and let the Iraqis fend for themselves. Iraq has the potential to develop into a 
stable, secure multi-ethnic, multi-sectarian democracy under the rule of law. Whether it 
realizes that potential is ultimately up to the Iraqi people. Our support, however, will 
continue to be critical. I said in September that I cannot guarantee success in Iraq. That 
is still the case, although I think we are now closer. I remain convinced that a major 
departure from our current engagement would bring failure, and we have to be clear with 
ourselves about what failure would mean. 


12 



872 


AI-Qa’ida is in retreat in Iraq, but it is not yet defeated. Ai-Qa’ida's leaders are looking 
for every opportunity they can to hang on. Osama bin Ladin has called Iraq "the perfect 
base," and it reminds us that a fundamental aim of AI-Qa’ida is to establish itself in the 
Arab world. It almost succeeded in Iraq; we cannot allow it a second chance. 

And it is not only AI-Qa’ida that would benefit — Iran has said publicly it will fill any 
vacuum in Iraq, and extremist Shi’a militias would reassert themselves. We saw them try 
in Basrah and Baghdad two weeks ago. And in all of this, the Iraqi people would suffer 
on a scale far beyond what we have already seen. Spiraling conflict could draw in 
neighbors with devastating consequences for the region and the world. 

Mr. Chairman, as monumental as the events of the last five years have been in Iraq, 
Iraqis, Americans and the world ultimately will judge us far more on the basis of what 
will happen than what has happened. In the end, how we leave and what we leave behind 
will be more important than how we came. Our current course is hard, but it is working. 
Progress is real although still fragile. We need to stay with it. 

In the months ahead, we will continue to assist Iraq as it pursues further steps toward 
reconciliation and economic development. Over time, this will become increasingly an 
Iraqi process, as it should be. Our efforts will focus on increasing Iraq's integration 
regionally and internationally; assisting Iraqi institutions locally and nationally to 
strengthen the political process and promote economic activity; and supporting United 
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Nations’ efforts as Iraq carries out local elections toward the end of the year. These 
efforts will require an enhanced civilian commitment and continued support from the 
Congress and the American people. 

In closing, Mr. Chairman, I want to recognize and thank all those who serve our country 
in Iraq, military and civilian. Their courage and commitment, at great sacrifice, has 
earned the admiration of all Americans. They certainly have mine, and it is an honor to 
be with them. 
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Ms. Lowey. Thank you very much. 

I think I will begin with a question responding to a statement 
that I understand was in the President’s 11:30 speech. He said that 
in Iraq the U.S. commitments to infrastructure in Iraq will move 
towards zero. 

Now, Mr. Ambassador, the Administration has asked for nearly 
$3.5 billion in operations and assistance funding for Iraq, including 
$174 million for infrastructure sustainment, $70 million for infra- 
structure security and $80 million to build prisons, as well as $273 
million for Iraqi ministerial capacity development. 

Are these not things the Iraqis should now be paying for them- 
selves? On ministerial capacity building, is that not an astounding 
sum for technical assistance programs that generally run in the 
tens of millions, not hundreds of millions? 

For example, we are spending $5 million in Nigeria for these 
purposes, and $10 million in southern Sudan to help them build 
government capacity. So I would like to frame it in this way. How 
much, first of all, have we spent to date on ministerial capacity de- 
velopment? How much time has been put into these types of pro- 
grams? With so much time and money, why did these ministries 
lack capacity? In a five-year timeframe, the military has trained 
and equipped over 140,000 Iraqi security forces during this same 
period. I would be interested in knowing how many professional 
government employees you have trained and equipped. 

What is your estimate of the total number of civil servants need- 
ed to provide a professional workforce for the Government of Iraq? 
How many does Iraq have now? 

If you have an assessment of what government capacity exists 
right now, we would appreciate it. If you do not have such an as- 
sessment, why should we give you any money to implement a ca- 
pacity development program? And then if you can tell us how these 
funds are being spent. 

If you need me to repeat any of the parts, I would be delighted 
to. 

Ambassador Crocker. Thank you, Madam Chairwoman. In 
terms of ministerial capacity, we do consider that an extremely 
high priority. 

An Iraqi Government has to be able to function. It has to be able 
to design and execute budgets, deliver services to the people, act 
as a government, and we have seen that they face significant chal- 
lenges in that regard. That is why General Petraeus and I last year 
sat down and reviewed what we were doing and what we thought 
we should be doing to help the ministries in particular do more. 

That led to a decision on our part to increase the number of advi- 
sors by a total of 75, and those 75 are now all in place. The Iraqis 
have 

Ms. Lowey. Just to clarify that, there is no question, you will 
agree, that this is a priority. But we have been there for five years, 
and transitioning from military to civilian capacity has been a pri- 
ority, reconciliation, et cetera. 

So I guess what I wonder is with so much time and money spent, 
why do they lack the capacity? 
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Ambassador Crocker. There are several reasons for that, 
Madam Chairwoman. Chronologically, the first is the capacity was 
quite limited at the time that Saddam was toppled. 

A number of Iraqis had fled already. Many were not up to their 
jobs in any kind of modern context, and the violence subsequently, 
particularly in the very bad year of early 2006 to early 2007, took 
a heavy toll on the ministries, both their personnel, some who left 
the country or were displaced elsewhere in it, or simply not able 
to function. It really has been since the summer in many cases 
where ministry employees, with us in support, were actually able 
to seriously get back to work. 

We have seen results, but this is the period, as security has im- 
proved, where we think we can make a difference or, more impor- 
tantly, help the Iraqis make a difference, so I think during this pe- 
riod we are now in we are going to see a much richer payoff and 
the ability of the Iraqis to themselves deliver services with us in 
support. 

Ms. Lowey. If you can share with us or get back to me? How 
many professional government employees have been trained and 
equipped, and what do you estimate as the total number of civil 
servants needed to provide a professional workforce? 

My concern is and I know the concern of many of my colleagues 
is we have been talking about political reconciliation, and the 
President certainly talks about security and sustainability, and 
without a professional workforce you certainly cannot have that 
kind of leadership. 

So if you can be more explicit if you have it? How many have you 
trained, and how many do you need to train? 

Ambassador Crocker. I do not have the detailed figures right in 
front of me, Madam Chairwoman. I do know that the number is in 
the thousands primarily through USAID’s development program. 
We can certainly get those for you, as well as in our other civilian 
development programs. 

I will see what we can do in also answering your second ques- 
tion, what we think a country-wide professional civil service would 
need to look like to adequately deliver the services to the people. 

Ms. Lowey. I thank you very much. 

Because of my great respect for you I am not going to pursue it, 
but it would seem to me if we are talking about transitioning and 
we know that Iraq had one of the most educated populations cer- 
tainly, and maybe it was the de-Baathification process that kind of 
sent all the educated people off into the wilderness or someplace 
else, but it would seem to me if this is a key priority that the Presi- 
dent is talking about, we have to know those numbers before we 
can appropriate and respond to the kind of request that you have 
given us. It just does not make any sense. I would be most appre- 
ciative for that. 

Mr. Wolf. 

Mr. Wolf. Thank you, Madam Chair. 

The first question I raised in the opening statement. Can you get 
us a commitment by the end of next week? One, we will insist to 
the Iraqis that they must fund the refugee problem. It is a moral 
issue. They must fund it. 
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Secondly, that we can get some person in the region not in Bagh- 
dad, but probably in Amman or in Syria, to work on this issue, par- 
ticularly of the Christians, but also of the non-Christians who are 
living a very difficult life. 

Ambassador Crocker. Thank you. 

Mr. Wolf. I have one other question, so I want to 

Ambassador Crocker. Right. Just very quickly then, sir, on the 
first, yes, I can commit to you that upon my return I will person- 
ally press this issue of the need for increased funding in supporting 
of refugees by the Iraqi Government. 

I have had that conversation before, and, frankly, your interven- 
tion on this is helpful to me as I carry that effort forward with the 
Iraqi leadership. They do need to do more. 

Mr. Wolf. And also in the protection of the Chaldean and Assyr- 
ian Christians in country. 

The second issue is, Congressman Shays and I offered an amend- 
ment that passed 355 to 69 to reconstitute the Iraq Study Group, 
the Iraq Study Group II. Lee Hamilton has expressed interest that 
he would do it. I think Jim Baker has now said so. 

Did you find the Iraq Study Group to be helpful, and what are 
your thoughts about us bringing this together? They would report 
probably after the Presidential election certainly so there would be 
no one saying that there was any political involvement. Also, it 
would provide a baseline, an honest, objective bipartisan, if you 
will. 

One, did you find the Iraq Study Group helpful, and what are 
your thoughts? It has passed the Congress. It has been signed by 
the President, and the U.S. Institute for Peace said they are ready 
to move, but can you give us your thoughts about doing that? 

Ambassador Crocker. Yes, sir. These would be my personal 
thoughts, my own thoughts. 

Mr. Wolf. Yes, please. 

Ambassador Crocker. I did find the Iraq Study Group initial re- 
port to be helpful. It came out a month or so before I arrived in 
Iraq, and I found it extremely useful just in shaping my under- 
standing of the key issues out there. 

I would welcome a return to Iraq by members of the group, and 
I would agree with you that I think the timing of the report would 
be important, to follow and not necessarily precede the election in 
November. 

Mr. Wolf. Would you express that heartily at the White House 
and also let the Secretary know of your opinions, that the question 
was asked and your answer? I know you are not speaking for the 
Administration, but I think your position carries a lot more credi- 
bility than many others. 

In the interest of time, I will have some other questions for the 
record, but I yield back the balance of my time. Again, thank you 
and thank all the people who serve with you. 

Ms. Lowey. Mr. Obey. 

Mr. Obey. Mr. Secretary, first let me get to the question of the 
surge. 

As I understand the surge, what we really have had is an up 
again/down again operation, which leaves us today approximately 
where we were eight months ago in terms of the number of troops. 
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That fact has been used to soothe the American people by con- 
veying the impression that things are on a downward slide in 
terms of troop involvement in Iraq. 

We also then have the President’s news that he is shrinking 
troop commitments from 15 months to 12 months, but as I under- 
stand the practical effect of that, it does not apply to anyone serv- 
ing in Iraq until after August. As I understand it, people who are 
in Iraq right now are not going to be experiencing the pleasure of 
a shorter stay. 

If that is the case, then it seems to me that all that that an- 
nouncement does is to make things even more difficult for the next 
President because we already know that this President has said we 
are going to have an increase in the number of troops in Afghani- 
stan. That is what he said in Europe, so that puts added strain on 
the military leadership to find the troops that they need to fulfill 
the missions that they are assigned. 

And then, secondly, we discovered that that problem is going to 
get even tighter because the 15 month commitment is now reduced 
to 12, but it only applies to the next President. It has no impact 
whatsoever on this President, so I think the only practical effect is 
to complicate the next President’s decision making process and in 
fact creates a bigger squeeze on the Army in the process. 

So that is not a question. That is just a comment, but let me ask 
a couple questions. In 2003, I offered an amendment in committee 
which would have required roughly half of our reconstruction aid 
to Iraq to be in the form of loans rather than grants, and that was 
done because of our understanding that Iraq had immense oil re- 
serves and would sooner or later down the line be making a lot of 
money and could well afford to pay for that reconstruction. 

We now see that Iraq, contrary to this country where we have 
large deficits, we now see that Iraq is expected to have another 
surplus. That being the case, why should we not require that at 
least half of the funds that we have expended in Iraq be in the 
form of loans? 

Ambassador Crocker. Mr. Chairman, you are referring to the 
funds already expended? 

Mr. Obey. No. No, no, no. I am saying with respect to new funds, 
why should we not stipulate that at least half of those funds be in 
the form of loans since Iraq has a surplus and we do not? 

Ambassador Crocker. What we are attempting to do is again 
transition from our spending to their spending. We described a bit 
of that, General Petraeus and I, in our respective statements where 
the Iraqis pick up themselves the things that we have been doing. 

One example is in the Community Stabilization Program, 
USAID’s program, where we have transitioned employment for 
trash collection from us to the Baghdad municipality. I think that 
is certainly the thrust I will be continuing on. I already had discus- 
sions with the Iraqi leadership. 

Since we are already transitioned away from building things, 
bricks and mortar, I am not sure whether loans would be effective 
devices for the programs we are continuing, for example, like min- 
isterial capacity. 

Mr. Obey. Well, I would like frankly to hear an argument that 
is more persuasive than that because it seems to me if we are in 
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fact looking to transition responsibility, then we ought to be looking 
for opportunities to transition responsibility, and one of the ways 
you can do that is by providing that at least half of whatever we 
do there in the coming years in this area is going to be repaid even- 
tually. 

One other question. An article that appeared in Foreign Affairs 
in May/June said the following: “Sunni sheiks meanwhile are get- 
ting rich from the surge. The United States has budgeted $150 mil- 
lion to pay Sunni tribal groups this year, and the sheiks take as 
much as 20 percent of every payment to a former insurgent, which 
means that commanding 200 fighters can be worth well over 
$100,000 a year for a tribal chief.” 

Then it goes on to say, “The surge may have brought transitory 
successes, although if the state of attacks in February is any indi- 
cation, the decrease in violence may already be over, but it has 
done so by stoking the three forces that have traditionally threat- 
ened the stability of Middle Eastern states: Tribalism, warlordism 
and sectarianism.” 

What would your response be to that? 

Ambassador Crocker. Mr. Chairman, I think this program has 
helped security and stability in Iraq certainly short term. 

Mr. Obey. Well, if I can interject, it appears to certainly have 
helped in the short term, but if there are some 90,000 people who 
are being paid $300 per person per month and armed by the U.S. 
Government what happens when that shuts off? Are you not buy- 
ing off a problem today and creating a bigger one tomorrow? 

Ambassador Crocker. Sir, that is exactly what we and the Iraqi 
Government want to ensure does not happen. First, we do not arm 
anybody. There are plenty of arms out there. They show up 

Mr. Obey. What happens when we stop paying them? 

Ambassador Crocker. The intention as agreed with the Iraqi 
Government is to transition them from our support over to the 
Iraqis, and some over 20,000 have already gone through that tran- 
sition where they are still being paid, but they are now being paid 
by the Iraqi Government primarily in Iraqi security forces, but also 
in civilian employment. 

The Prime Minister of Iraq has assured me that it is his inten- 
tion to transition all of these people into some form of employment. 
The majority will be into civilian employment, civilian jobs, per- 
haps 20 to 30 percent of the total into the security forces but then 
the rest through vocational education, technical training or directly 
into civilian employment. He has made that commitment and said 
of course 

Mr. Obey. Well, my time has expired. Let me simply observe 
that it seems to me that we are trying to promote independence by 
in fact indulging in dependency. I would like to be persuaded that 
that is going to have a long-term payoff, but I remain unpersuaded. 

Madam Chair, thank you much for the time. 

Ms. Lowey. Thank you. 

Mr. Kirk. 

Mr. Kirk. Thank you. Mr. Ambassador, I am just wondering if 
early in your A-100 class, when you became part of the Foreign 
Service, did you offend the Secretary of State in any way? Because 
I look at your career, you have served in Iraq, Qatar, Tunisia, Iraq, 
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Lebanon, Afghanistan, Pakistan, and Iraq again. And I am just 
wondering, do we not owe you a posting in Belgium? 

Ambassador Crocker. I would not know how to behave in polite 
society. 

Mr. Kirk. I do not think we have a more able diplomat here and 
if your career is a dance card, this is probably the roughest dance 
card that I have seen in a Foreign Service career. And I just, on 
behalf of the people of my district, want to thank you for your serv- 
ice in the roughest jurisdictions of the United States. 

With that kind of background, especially two postings in Iraq 
and Iran, you are probably uniquely capable as a career Foreign 
Service Officer to answer this question, which is a number of peo- 
ple are talking about opening a dialogue with Iran. My under- 
standing is you actually have been in charge of running the U.S.- 
Iran dialogue in large part. So, can you describe this dialogue and 
who you are talking to? In general, what are the results of the dia- 
logue that you have had with the government of Iran so far? 

Ambassador Crocker. Thank you, sir. Last spring, the adminis- 
tration authorized a direct dialogue with Iran on issues relating to 
security in Iraq and it was further agreed that these would be tri- 
lateral talks. Since they would take place in Iraq, they would be 
about Iraqi security, the Iraqis should be in the room. We held sev- 
eral rounds at my level with my Iranian counterpart and also at 
a sort of an expert’s level below that with representatives from our 
two governments. I wish I could tell you that these talks had 
brought some measurable improvements, in terms of security in 
Iraq. Unfortunately, they have not thus far. 

We are prepared to stay engaged. We think it is important to 
keep trying and we have been saying for some months, in response 
to Iraqi request, that we are ready to return to the table. The Ira- 
nians have agreed and changed their mind and shift the dates and 
so forth. Last week, the Iraqi government said publicly that they 
would like to convene another round. We have told them that we 
are prepared to do so. We are awaiting an Iranian response. But, 
I believe it is important to continue the effort even though there 
have not been results. Iran clearly plays a major role, a major neg- 
ative role and if this can bring security in Iraq to a better place, 
it is worth the effort. 

I would just add, sir, that we did have an earlier dialogue with 
Iran on Afghanistan that I was part of. This was under the United 
Nation’s auspices. So, again, we were not in the room alone. But, 
we actually made some progress in the 2001-2002 period. So, I 
would like very much to see if that perhaps could be done again. 

Mr. Kirk. Made progress under the previous president of Iran, 
President Khomeini. 

Ambassador Crocker. Yes, sir. 

Mr. Kirk. This was before the election of President Ahmadinejad. 
On June 14th, the Iraqi Ministry of Interior ordered the creation 
of a local police force for the Assyrians in Nineveh Plain. They 
issued order 1793 authorizing a force of about 700 policemen to pa- 
trol the nine Christian villages there in the Nineveh Province. Two 
years after the order, the police force does not exist. Last month, 
we were given a strong reminder, obviously, of the danger there 
with the murder of the Catholic Archbishop of Mosul. Central Com- 
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mand tells my office that they support the standing orders of the 
Iraqi government and the Kurdish regional representative here, 
Mr. Barzani, told me that the KRG supports the creation of this 
police force. The community has issued detailed planning of the po- 
lice force to protect them. I do not think we have had detailed plan- 
ning on this for any other set of villages in Iraq, but we certainly 
have it for these villages. So, what is the holdup here? It is some- 
thing that I would hope we could get authorized and funded pretty 
quickly, 700 police officers to protect these communities. 

Ambassador Crocker. Sir, I checked with our PRT in Nineveh 
on this and was informed overnight that the 700 positions have 
been established and that the police are in the process of filling 
them from Christians in the area and they will serve in the area. 
So, this seems to now be in motion. 

Mr. Kirk. Thank you. We will follow up. I will just give you a 
copy of this, so you see the detailed work and very much appreciate 
the follow through. 

Ms. Lowey. I just, at this point, would like to, before I turn to 
Mr. Jackson, I apologize for having a recess and I know you have 
a limited amount of time. So, could we keep everyone to five min- 
utes, that would be helpful. Mr. Jackson. 

Mr. Jackson. Thank you, Madam Chair. And in light of the time 
and out of deference to my colleagues, I will, if you do not mind, 
Ambassador, bid you both of my questions and you can summarize 
the answers in the interest of time. Thank you, Chairwoman 
Lowey, Ambassador Crocker, welcome back to our subcommittee 
and thank you for your testimony and for your service to the coun- 
try. The problem with being the fifth committee in three days is 
you have probably been asked every question and answered them 
many times. But, here it goes anyway. 

Ambassador Crocker, the President, you, and General Petraeus 
seem to be saying that the surge is working and generally going 
in the right direction. But both you and the General say that de- 
spite this, we will be drawing down our troops from 156,000 to 
140,000 by the end of July, followed by a period of “evaluation and 
consolidation,” followed by an indefinite “assessment period.” What 
I am trying to figure out, Ambassador, is if you cannot draw down 
our forces if we are showing progress and if you cannot draw down 
our forces if we are not showing progress, then could you share 
with our committee under what conditions would we be able to 
draw down our forces, in your mind? 

Ambassador Crocker. Sir, we are, of course, drawing down our 
forces and by July, our combat power will be reduced by 25 percent 
from what it was at the peak of the surge, basically down to pre- 
surge levels. It certainly is the view of General Petraeus and I hold 
that we then need to — we need to look at what the situation is. 
And we have gone through, in our previous testimony, some of the 
factors we look at, the quality of Iraqi security forces, their num- 
bers, political conditions, sectarian and/or ethnic friction, and so 
forth. So, that will be the process of assessment. And in many re- 
spects, it is more art than science. It is how it feels. 

It is certainly our intention, and I do not mean to speak for Gen- 
eral Petraeus, obviously, but we know each other pretty well, that 
we want to get our forces home. We want to be sure that we do 
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so in a way that does not unnecessarily risk the gains that they 
fought so hard to achieve. So, we have got to have this evaluation. 
There are some areas that we already think we will be looking at. 
But, this, in our view, is the prudent way to proceed. It does not 
mean that we just plateau at the pre-surge level and that it is for 
ever. Not at all. But, it does mean that we have to take a very 
careful look at what happens next. 

Mr. Jackson. Madam Chair, out of deference to my colleagues 
and given the time constraints of the Ambassador, I will submit 
the rest of my questions for the record. Ambassador, I would appre- 
ciate a response. Madam Chair, thank you. 

Ms. Lowey. Mr. Chandler. 

Mr. Chandler. Thank you, Madam Chairwoman. Mr. Ambas- 
sador, I am confident that you are a tremendous public servant. I 
am confident that you are doing the very best that you can do 
under these circumstances. I am also confident that taking on a 
country like Iraq to raise is one of the worst foreign policy mistakes 
that our country has ever made and I think you are in an intrac- 
table situation, very, very difficult situation. 

We have spent — it is hard to understand what all the figures are, 
get to accurate figures. But, if we spent five hundred billion dol- 
lars, which is, of course, a huge amount of money so far — the OIG 
came in and testified to this committee that we wasted between 15 
and 20 percent of the money that we spent in Iraq. So, that puts 
us up to wasting about 100 billion dollars on this effort so far. The 
latest figures that I have seen is that we are spending in the neigh- 
borhood of 340 million a day. I do not know if that is absolutely 
accurate or not. But, suffice it to say, we are spending an enormous 
amount of money every day in the country. And what I would like 
for you to tell me is what incentive does the al-Maliki government 
actually have to reform? Is it not to some extent the case that the 
quicker they are effective in their reforms, the quicker the spigot 
gets turned off. We are sending all of this money over there and 
do we not have a little bit of an incentive problem in this situation? 

Now, another question I would like to ask follows up on what Mr. 
Obey said a little while ago, one of his baseball analogies. I had a 
little bit of difficulty, in fact, I have a great deal of difficulty who 
is on whose team, whose wearing which jersey. You have Sunnis, 
the Sunnis were fighting Shi’a. They were all mixed up and fight- 
ing each other. Then, you find out that the Shi’as are fighting the 
Shi’as. You have got the Kurds, you have got the PKK, you have 
got Iranians, you have got Syrians — it is all mixed up together. You 
have got al-Qaeda in the mix somewhere. What do we have here? 
Do we really even know what is going on in Iraq? How many com- 
peting militias are there out there? Do you have a handle on what 
all the competing militias are? Is the Iraqi army or the government 
aligned with any particular militias? Does that change? And to Mr. 
Obey’s point about warlordism, when we are empowering — for in- 
stance, in Anbar Province, when we are empowering all of these 
tribal elements and we are paying them huge amounts of money, 
we may not be directly giving them armaments, but we are cer- 
tainly empowering them to get whatever resources they need to do 
what they want to do, we have seen this happen in other countries. 
We saw it happen in Afghanistan in the 1980s. What would keep 
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us from keeping or causing a situation of warlordism to be the 
norm in the region going forward? Thank you. 

Ambassador Crocker. Thank you, sir. With respect to assistance 
and incentives, again, the Iraqi government, with its substantial 
additional resources, is setting out its plans to spend those re- 
sources and they are showing an increasing ability to do so. As 
they develop that capacity, that enables us to spend less. That was 
the point I was making about — you know, it is just a relatively 
small example, but it is significant to transfer an employment pro- 
gram for trash collection, 100 million dollars from us to the Bagh- 
dad municipality when the municipality had developed the capacity 
to actually implement this themselves. 

Mr. Chandler. But why would they want us to spend less? 

Ambassador Crocker. Sir, the Iraqis are like people everywhere. 
They are proud of their country and their identity. They want to 
be running their own affairs, by and large. It was a question of 
could they do it. Well, in this case, yes, now they can. It did not 
take a major negotiation to get them to do it. So, we will transition 
these things as quickly as we can in an atmosphere where the 
Iraqis want to be responsible. 

And that would be also a theme in my response to your second 
set of issues, sir. Iraq is complicated, there is no question, at every 
level, including the one you cite. But, when one looks at the events 
recently in Basra, for example, broadly speaking, it was the case 
of the Prime Minister of Iraq, as the constitutional commander in 
chief of Iraqi security forces, sending those forces down to Basra to 
deal with extra legal or illegal militia elements. And there is a fair 
collection down there. The so-called J-Shalmati special groups, 
which are the most lethal, but also several other militias that have 
formed. And that is exactly how it was perceived by the broad 
range of Iraqi political opinion. 

The Prime Minister received extensive support for this action 
from Shi’a, Sunni, and Kurdish leaders, because the perception was 
that he was using the instruments of the state against those, who 
were outside the framework of law, without respect to their sec- 
tarian identity, that he would use — as Shi’a Prime Minister, he 
would use Iraqi security forces against Shi’a militias, just as he has 
used those forces, and it is ongoing, in both cases, simultaneously, 
against Sunni extremists, al-Qaeda, and their supporters in the 
northern city of Mosul. So, as it is perceived broadly by Iraqis, this 
is not militia on militia, by any means. This is Iraqi security forces 
against both Sunni and Shi’a extremes. 

Ms. Lowey. Thank you very much, but he failed. Mr. Rothman? 

Mr. Rothman. Thank you, Madam Chairwoman. Ambassador 
Crocker, let me repeat the gratitude expressed to you by my col- 
leagues, to you and your family, for all of the years of service you 
have given to our country. There are a couple of facts I just want 
to get clarified. There is a belief of the American people — I just had 
13 town hall meetings the last couple of weeks — about what the 
stakes would be if the United States withdrew its forces from Iraq, 
albeit it over a period of 12 months, 16 months, or two years, or 
three years. There is some misunderstanding, I think, by a lot of 
folks as to what the consequences would be. Some people say, well, 
Syria would step in and I remind them that Syria’s economy is in 
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trouble. They have their own military challenges, as a minority re- 
gime, and they are not coming into Iraq to occupy Iraq. And they 
are worried that Iran might occupy Iraq, if we left. I pointed out, 
please correct me if I am wrong, the United States of America has 
had approximately 140,000 combat troops fighting in Iraq for five 
years, 140,000 of the best troops in the world and we, yet, have 
been unable to occupy Iraq, the 26 million people in Iraq. In fact, 
we do not even pretend that that is our goal, to occupy Iraq. But, 
certainly, we have not pacified it, let alone occupied it with 140,000 
combat troops there for five years. 

So, one says, well, are the Iranians better to do — would they be 
better to do that than us? And my view has been the Iranian mili- 
tary is nowhere near as capable or professional as the United 
States military. So, they certainly could not pacify, let alone occupy 
Iraq and I would not think they would want to. They have great 
unemployment and great economic challenges of their own. Plus, 
Iran and Iraq are not friends, since they lost a million people in 
a war in the 1980s. And while Iraq has three ethnic groups and 
Iran has many more, Persian Shiites from Iran are not necessarily 
dear friends of Iraqi Shiites, who now control — or now in the ma- 
jority in Iraq. 

So, is it fair to say that neither Syria nor Iran, even if they had 
the intention, have no greater capability to either pacify or occupy 
Iraq than the United States has and so that is not going to happen 
when and if we withdraw. 

Ambassador Crocker. Congressman, you make some important 
points. Our posture in Iraq is certainly what General Petraeus and 
I — the basis we work from is looking at our troop posture and re- 
deployments on the basis of conditions rather than a time line, that 
the troops go out when the conditions on the ground, in our judg- 
ment, permit that to happen with acceptable risk of 

Mr. Rothman. Forgive me, Mr. Ambassador, my time is limited. 
The question was whether you think Iran intends or has the capa- 
bility to occupy Iraq. 

Ambassador Crocker. If we move to a time line for withdrawals, 
irrespective of conditions, I see some grave risks and I have articu- 
lated those previously. 

Mr. Rothman. Do the risks include Iranian occupation of Iraq? 

Ambassador Crocker. I believe they would involve very much 
more significant and severe Iranian interference in Iraq. 

Mr. Rothman. Do they involve the occupation of Iraq? 

Ambassador Crocker. I do not believe that either Iran or Syria 
are in anyway capable, separately or jointly, of occupying Iraq. 

Mr. Rothman. Thank you, Mr. Ambassador. I did have one other 
fast question, which had to do with the fact that the Kurdish re- 
gional government has only received less than five percent of the 
overall reconstruction assistance from the United States, yet they 
make up about 17 percent of the population. So, they have gotten 
five percent of the reconstruction assistance. They make up 17 per- 
cent of the population. Would you be willing to work with this com- 
mittee to direct a larger component of U.S. reconstruction assist- 
ance to the Kurdish north of Iraq that is more in line with the per- 
centage of Iraqi population that they represent? 
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Ambassador Crocker. Congressman, as you know, as we work 
through where our assistance makes the most difference, we do it 
on the basis of fairness, but also of need. And I think that has to 
be taken into concern — into consideration, as well. But, obviously, 
we are always prepared to work with the committee and under- 
stand our concerns 

Mr. Rothman. Thank you. 

Ambassador Crocker [continuing]. And deal with this coopera- 
tively. 

Mr. Rothman. I appreciate that. Thank you, Mr. Ambassador, 
Madam Chairman. 

Ms. Lowey. Thank you. Ms. McCollum? 

Ms. McCollum. Thank you, Madam Chair. Ambassador Crocker, 
I want to go back on a point that Mr. Obey and Mr. Chandler had 
talked about earlier and that is the Sons of Iraq or the Awakening 
groups. On Monday in the New York Times, one of the generals, 
Iraqi Commander Hashem for Baghdad is quoted as saying, “the 
main thing is that all the arms should be in the hands of the state. 
We will never allow any armed group to carry arms as an alter- 
native to the state to provide security for the citizens.” In other 
words, they should have control of the arms. Do you agree with 
that statement? 

Ambassador Crocker. I do agree with that statement. 

Ms. McCollum. Well, I have a question at the end that I think 
puts us in a bind for this particular answer. Have all the individ- 
uals in the Sons of Iraq, who have been supplied with weapons and 
are now on the U.S. payroll, have they been vetted for security be- 
yond biometrical data collected? 

Ambassador Crocker. Beyond the biometrical data? 

Ms. McCollum. Yes. 

Ambassador Crocker. Getting that data and running against 
databases is our main security check on them, yes. 

Ms. McCollum. But, they all have not been vetted that way or 
they all have? 

Ambassador Crocker. I do not have that figure in front of me. 
It was on General Petraeus’s slides. But, the vast majority cer- 
tainly, if not 100 percent. 

Ms. McCollum. Are all the agents of the paramilitary is verified 
to ensure we are not arming child soldiers again? I refer to the 
New York Times article, the opening statement, “a thin teenage 
boy rushed up to a patrol of American soldiers walking through 
Dora, a shrapnel-scarred neighborhood in the capital, lifted his 
shirt to show him the mass red welts on his back and he said, ‘that 
he was a member of the local Sunni Awakening group, paid by the 
American military to patrol the district.’” 

Ambassador Crocker. We certainly are not signing up children 
for this. I mean, I cannot say in this particular case 

Ms. McCollum. But, there might be the 

Ambassador Crocker [continuing]. The teenager could be 18 or 
19, as well. 

Ms. McCollum. Does the U.S. formally train these militia men 
before they are armed? Because, there are reports that these 
paramilitaries act more like vigilantes than police in certain areas. 
Do they receive U.S. training? 
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Ambassador Crocker. They do receive some training, yes, and 
they do not operate as independent elements. They operate in full 
coordination not only with the coalition forces, but also with Iraqi 
security forces. 

Ms. McCollum. In fact, that some of the Sons of Iraq, who are 
now receiving U.S. tax dollars, were actually members of Sunni in- 
surgent groups that attacked or possibly killed U.S. soldiers. Is this 
statement correct? 

Ambassador Crocker. That may well be the case. You know, rec- 
onciliation is not reconciling with your friends. It is reconciling 
with your adversaries. And if former adversaries are prepared to 
say we want to stop shooting you and shoot at a common enemy 
instead, we are going to agree to that. 

Ms. McCollum. Is it accurate to say that this is not a cohesive 
unified force, the Sons of Iraq, but rather a configuration of armed 
tribes, political factions, that are, at time, in competition with one 
another for power and economic resources? 

Ambassador Crocker. They are individuals, sometimes of tribal 
affiliation, sometimes not, from a particular locality. 

Ms. McCollum. They can be in competition with one another? 

Ambassador Crocker. They can be, but what brings them for- 
ward is their desire to bring security to their own neighborhoods. 

Ms. McCollum. General Petraeus is quoted as saying, “the Sons 
of Iraq will stay loyal to the U.S. policy, as long as it was in their 
interest.” When loyalty to the United States or the Iraqi govern- 
ment is no longer in their interest, could these thousands of armed 
paramilitaries pose a threat? And I heard you speak to the fact 
that the Iraqis need to be given more time to transition to pay for 
this, but my understanding is currently we are paying 300 dollars 
per person. What time line have the Iraqis been given to provide 
their own security and should they be disarmed once we stop pay- 
ing them, if we are the ones who stop the payment? 

Ambassador Crocker. Well, again, Congresswoman, it is our in- 
tention and also the Iraqi intention that these individuals transi- 
tion from being paid by the U.S. to being paid by the Iraqis. And 
I noted in response to an earlier question, the majority of these in- 
dividuals will not 

Ms. McCollum. Madam Chair, this is different than a time line 
for withdrawal. This is a time line for the Iraqi government to pay 
for their own security. And, Ambassador, if you could get back to 
us with any, at least, tentative time lines on when we can expect 
the Iraqis at least to pay for their own security. This is not about 
our time line for withdrawal. This is about their time line to stand 
up and pay for their own security. Thank you. 

Ms. Lowey. Mr. Schiff. 

Mr. Schiff. Thank you, Madam Chair. At the outset, I want to 
associate myself with the remarks made by Chairman Obey. Now, 
in year five of the war, where we seem to be is that we will have 
our troops at a level, which is essentially a historic high, but for 
the aberrant time of the surge for perhaps the indefinite future. 
And I think what we are hearing is that, Ambassador, what you 
would like to do is essentially stay the present course that we are 
on, the present diplomatic strategy, the present military strategy, 
in the hope that things will change for the better. I think it is very 
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realistic with that strategy to expect that we will be in Iraq for sev- 
eral more years to come, at a minimum, and potentially at the 
same high levels of troops. I do not think that the American people 
will accept that course. Once more, I think they are right to reject 
it. I do not think the country is going to accept our presence in Iraq 
extending to the length of two World War IIs. 

So, I have two questions. If this track is not sustainable and, in 
my view, not desirable, what are the alternatives? And I am not 
talking simply about the question of how soon we draw down 
troops, but rather you have been employing a certain diplomatic 
strategy in the region. You are going to continue employing that 
strategy. It seems to me, though, at the pace of progress, in terms 
of reconciliation, in terms of the regional diplomatic effort, that it 
will take many more years before there is any real demonstrable 
improvement in the situation. If that track is not going to work, 
what are the alternatives that we can pursue, that have been re- 
jected, but that we need to consider? And furthermore, what steps 
are being taken now in the reasonable prospect that we will have 
a next administration with a very different idea of what we should 
be doing in Iraq? What steps are we taking now to mitigate the 
risk that when we do draw down our forces, that there is an in- 
crease in violence? What steps are we taking today? 

So, those are my two questions: what are the alternatives to our 
present course? What are the responsible alternatives and also 
what steps are we taking now, if there is a change of our policy 
in a few months? 

Ambassador Crocker. Sir, as the senior civilian official in Iraq, 
my whole focus and effort is on doing everything I can to see that 
the course of action on which we are currently embarked is success- 
ful. And I think, as I said in my statement and as you have heard, 
I think there has been progress. Neither General Petraeus nor I 
has said that the surge has succeeded. We have said that the surge 
is working, that violence levels have come down. And as this has 
happened, we are starting to see some positive signs, both at the 
local levels and at the national levels, as a better security climate 
allows more political and economic activity. My focus is 

Mr. Schiff. If I could 

Ambassador Crocker [continuing]. Directed to making that 
work. 

Mr. Schiff. If I could interject. In my view, the progress has 
been so halting, the steps of reconciliation have been so small, that 
if we extrapolate and expect that the pace of that reconciliation will 
remain the same, even if we assume it is in a positive direction, 
it will remain the same, we are still going to be there for years and 
years and years. And I do not think that is sustainable. I, also, 
think the only reason we are going back to the pre-surge levels is 
because our own military cannot sustain the pace, much less the 
facts on the ground. So, what I still would like to hear from you 
is what are the alternatives? What are the strategies that you are 
not employing, that have been rejected for whatever reason, you 
can tell us why you rejected them, but what are the alternatives 
if we are not willing to accept the strategy that says we are going 
to be there for several more years. It may get better, it may not, 
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but, realistically, we cannot expect anything dramatic to improve 
in the next several years? 

Ambassador Crocker. Again, I am not focused on alternatives. 
I am focused on making this current effort succeed. I have said pre- 
viously that I believe that moving away from conditions-based rede- 
ployment and using just a time line without respect to conditions 
puts us at a very high level of risk of seeing this spiral away from 
us in very serious ways that could allow al-Qaeda to reestablish its 
presence in Iraq as our strategic enemy, that could allow Iran sig- 
nificantly more influence, and could lead to sectarian violence on 
a scale we have not seen before. So, I think we are on a course of 
action that is showing not only promise, but results, and I think 
we should continue to drive that forward. 

Mr. Schiff. Madam Chairwoman, my time is up, but if the Am- 
bassador maybe could respond back to us in writing about the 
steps that you are taking now in the event that there is a change 
of course next year, to mitigate the risk of any escalation of vio- 
lence, I would appreciate it. Thank you, Madam Chair. 

Ms. Lowey. Ms. Lee. 

Ms. Lee. Thank you, Madam Chair. Good to see you again, Am- 
bassador Crocker. Again, thank you for your service. You have a 
very difficult job and you are doing a great job, though. And let me 
just ask you, though, once again, and I have to keep restating this 
issue with regard to no permanent military bases, because you, the 
State Department, the Pentagon, the Congress, the American peo- 
ple all have said in one way, shape, or form, that we do not intend 
to build permanent military bases in Iraq. Yet, the President 
issued a signing statement in December and I am wondering again 
if there is some disconnect between the President and his adminis- 
tration or what does he see as the definition of no permanent mili- 
tary bases, as it relates to your definition of what the building of 
no permanent military bases means in Iraq. 

Secondly, let me ask you with regard to just the whole refugee 
assistance, I mean, it is now, what, 4.9 million Iraqi refugees? One 
million have gone home now. I think it is one million — well, one 
percent, no, one percent of the 4.9 million, which, to me, is very 
tragic. How do we plan to help the refugees return home and 
when — and I know some believe that the government of Iraq 
should be spending money to repatriate their own citizens in their 
own country. But, we are the ones responsible. I mean, we are the 
ones who bombed. We conducted Shock and Awe. And so, I am one 
who believes that we do have a responsibility to help bring the ref- 
ugees home. But, how in the world are we going to do that and 
when and how much is it going to cost? 

Finally, let me just say, it is always worth remembering and re- 
minding and stating for the record that this invasion and occupa- 
tion really has been disastrous. It is entering its sixth year now 
and it has been a disaster that really, I do not see, think we have 
seen in recent times. And most Americans now regard it as a seri- 
ous mistake. And, of course, I have to remind you that the Vice 
President just said, so, you know, several weeks ago and I think 
we have to come to grips with what is going on and try to figure 
out we can get out and get out quickly. 
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Ambassador Crocker. Thank you, Madam. With respect to per- 
manent bases, following the exchanges that we had yesterday, I ac- 
tually checked with the White House this morning and heard what 
I expected to hear, that the position of the U.S. government is that 
we do not seek permanent bases in Iraq. 

Ms. Lee. Regardless of the signing statement saying that the 
President really did not want to comply with that provision of the 
Defense Authorization Bill? 

Ambassador Crocker. Again, I have not seen the statement, but 
the policy was very clear, no permanent bases. With respect to ref- 
ugees, of course, as you know, because you helped make it possible, 
we are providing substantial assistance to refugees and I think 
that is a very right and proper thing. I, also, think it is important 
that the Iraqi government step up its contributions and the two 
can be complementary. 

With regard to returns, statistics — good statistics are hard to 
come by in Iraq. The sense I have, perhaps anecdotally, is there is 
more going on in the way of returns than one percent. We are cer- 
tainly seeing people come back to different areas. This will have to 
be a very carefully managed process, obviously, so that they go 
back to safe homes and safe neighborhoods. And we are working. 
USAID is partnered with the U.N., primarily UNHCR. I had a 
chance to meet with the commissioner, the high commissioner for 
refugees when he visited Iraq and he told me at that time he was 
returning international staff precisely to help with these return 
issues. And the two of us together are working closely with the con- 
cerned Iraqi authorities just to be sure that there are mechanisms 
and procedures in place that get people home safely. 

Ms. Lee. Thank you. And I think this needs to be expedited and 
done quickly, because it is a humanitarian disaster, as you know. 
Finally, let me just say with the few minutes that I have left, I 
asked General Petraeus yesterday with regard to al-Qaeda being in 
Iraq before Shock and Awe, as well as Iran, what is your response 
to that? Five years ago, was al-Qaeda in Iraq, close to Iraq and 
Iran? And if so, what was their role, if not — in terms of our own 
national security, are we safer today than we were five years ago? 

Ambassador Crocker. In terms of al-Qaeda, there was and still 
is, to some extent, a group called Ansar al-Sunna that was, in our 
judgment, al-Qaeda affiliated, that was operating in northern Iraq 
and seemed to have support from Iran. I believe that the al-Qaeda 
leader, subsequently killed by coalition forces, Abu Musab al- 
Zarqawi, was also in Iraq prior to 2003, although it is unclear, at 
least to me, whether the Iraqi regime had knowledge of that. 

Ms. Lee. Thank you. 

Ms. Lowey. Thank you very much. And I want to express to you 
again, on behalf of the Committee, that we appreciate the time that 
you are spending with us. We wish you good luck. We know the 
difficulty of this challenge. And I just want to leave you with three 
points that have been expressed, certainly by this Committee, but 
I would like to make it very clear that there is a great deal of con- 
cern that we are siphoning resources away from the real War on 
Terror. Certainly having served in that region of the world, Af- 
ghanistan, Pakistan, you understand that better than most. 
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Number two, it is extraordinary to us that with oil at $105 a bar- 
rel, that the countries in the region just refuse to do more and par- 
ticipate. 

And, three, that Iraq, with oil at $105 a barrel, has to take more 
responsibility, not just for governing and reconciliation, but cer- 
tainly for the expenses connected with their infrastructure and the 
other normal governing functions. 

So, again, we thank you very much. There have been some ques- 
tions laid on the table and I know you will respond. I have been 
particularly interested, if we are talking about reconciliation and if 
we are talking about the Government of Iraq taking responsibility, 
where is all the money going for training, if, in fact, they do not 
have that capacity yet? So, if you can share that with us certainly 
before we appropriate the number requested for the training and 
building capacity. 

So, again, on behalf of all of us, we thank you. We wish you good 
luck. You are certainly the pride and joy of the diplomatic corps, 
the Foreign Service, and we thank you so much for your service to 
our country. Thank you. 

Ambassador Crocker. Thank you, Madam. 

Ms. Lowey. Adjourned. 
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Ryan Crocker 
April 10, 2008 


Ms. Lowey: How much has been spent to date on ministerial capacity 
development? Why do we need more? How many civil servants (professional 
government workers) have been trained? How many are needed to run the country 
effectively? Given all the money expended for capacity building, why hasn’t GOI 
capacity reached the necessary level? 

Ambassador Crocker: In the FY 2006 and FY07 Supplementals, Congress 
appropriated $245 million to the National Capacity Development (NCD) program 
in Iraq, of which $45 million was dedicated to the State Department’s Iraq 
Reconstruction Management Office’s (IRMO) capacity building program. IRMO 
capacity-building advisors began working with ministries in mid-2006, though 
capacity building efforts had begun before then. The remaining $200 million was 
committed to a long-term USAID capacity development program, known by its 
Arabic name, Tatweer, which means development. Tatweer has expended an 
estimated $75 million to date. In his 2008 Supplemental budget request to 
Congress, President Bush has requested an additional $248 million for NCD to 
focus on increasing the institutional capacity within the Government of Iraq (Gol). 
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The entire Iraqi public service sector is dealing with the fallout of more than 
40 years of dysfunctional, command economy mismanagement (i.e., central 
planning). Changing the mindset, building new skill sets, and reforming systems 
within the public sector all require time. The complex processes of budget 
planning and execution need to be supported; while Iraq now has the means to 
fund its own projects, technical assistance is still required to facilitate the 
complicated budget process. Emerging from a centrally planned economy, in 
which all budget planning and execution was conducted at the center with almost 
no input from the provinces, the shift to decentralized and independent government 
units requires a sea of change in the way the Gol plans and executes its budget 
processes. Achieving sustainability and institutionalization of capacity building 
efforts will be the goal of the coming period. Furthermore, through ongoing work 
with ministries and with provincial-level ministry representatives, it has become 
clear that assistance must also be directed to build the capacity of the regional and 
provincial ministry offices. The central level ministries can be effective at 
delivering services only when their provincial offices are able to properly manage 
resources and staff. Given the gradual emergence of legal authority for and the 
anticipated changes after elections in Provincial Councils, ministerial support at the 
provinces is essential to build the institutional framework necessary for effective 
service delivery. 
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Training is one necessary component of capacity development, but alone is 
not sufficient to promote reforms. Tatweer has 66 advisors working daily with Gol 
counterparts in ten key ministries and five executive offices, providing hands-on 
coaching and technical assistance with key functions and system changes. The 
Tatweer program aims to train 20,000 Iraqi civil servants over the life of the 
program. As of March 2008, 8,717 Iraqis had benefited from courses including 
fiscal planning, personnel management, project management, leadership and 
communication, and use of information technology. 

Continued support is needed to enable Tatweer advisors, who have gained 
the trust and credibility with their Gol counterparts, to execute the capacity 
development plans developed cooperatively in order to further advance these much 
needed reforms. At the request of Gol staff, working groups have been established 
in many ministries to address bottlenecks identified as the main obstacles to 
performance. Tatweer advisors are working on key components of budget 
execution, to help the Gol expend more of its own funds on service delivery and 
infrastructure. Tatweer is working closely with the Gol to advance 
Constitutionally-required national civil service reform; this assistance illustrates 
the crucial interventions that will make a lasting difference in how the government 
functions. The additional funds requested would extend the program beyond its 
current end date, while launching a new, complementary program to provide 
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increased assistance to build the capacity of the provincial ministry representatives 
to deliver essential services. 

The President has requested the additional $248 million to sustain and 
enhance progress at the national level and replicate gains at the provincial level. 
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Questions for the Record Submitted to 
Ambassador Ryan Crocker by 
Representative Jerry Lewis (#2) 

House Committee on Appropriations 
Subcommittee on State, Foreign Operations and Related Programs 

April 10, 2008 


Question: 


You are requesting $25 million in this supplemental for an Iraq-American 
Enterprise Fund to address the critical lack of access to capital and know- 
how that is preventing Iraqi entrepreneurs from forming companies. In 
comparison, in 1989, the Congress appropriated $240 million for Poland and 
$60 million for Hungary. 

• Can you compare those Funds to the new fund you are proposing for 
Iraq? The economic and security situations are very different. 

• What confidence do you have in the viability of this effort? 

• Are other donors interested in donating to this fund? 

Answer : 

Enterprise Funds (EFs) invest in small and medium-sized enterprises 
(SMEs), support critical sectors (such as finance, telecoms and 
construction), and provide technical assistance. Iraq is in need of all three. 
An Iraqi-American Enterprise Fund (LAEF) will catalyze investment in Iraq, 
promote entrepreneurial activity, diversify the economy, generate 
employment, and create a solid economic foundation that boosts political 
reconciliation and security. 


EFs have a proven track record of success, though some have been 
more successful than others. Congress in the 1990s authorized $1.1 billion 
to finance 10 funds that have improved the economic conditions for 364 
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million people in 1 8 countries throughout Central Europe, Eastern Europe, 
and Central Asia. At the end of Fiscal Year 2006, total capital in these funds 
was 26 percent above the capital originally invested. The funds in Poland 
and Hungary are two prime examples of the successful application of this 
model; these funds were able to return, respectively, $120 million and $5 
million in capital to the U.S. Treasury. As in Poland and Hungary, the IAEF 
is designed to fill a critical void by accelerating the development of a strong 
private sector. We believe that the IAEF would be similarly successful. 

Critically important to their success is that these enterprise funds 
tailored their different programs to local conditions. Activities included 
equity investments, loan programs, micro-loans, mortgage programs, and 
technical assistance. This lesson learned of adapting programs to country- 
specific circumstances highlights the need for sound management and host 
government support. We plan on replicating this approach in the case of 
Iraq. 

At the same time, there are a number of similarities between Poland 
and Hungary’s transition economies during the early 1990s and that of Iraq 
today. They share new legal regimes and regulatory structures, an emerging 
entrepreneurial class, and the transition away from a command economy to a 
free market. Security is a concern in Iraq, but in many places commercial 
activity has resumed; investments would take place where the security 
environment permits profitable activity. 


The IAEF would be initially funded with U.S. resources. U.S. 
participation signals that the Fund uses industry best practices and expertise. 
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which can catalyze investment of other public funds in the IAEF and of 
private funds more generally in Iraq. Furthermore, U.S. participation 
provides political cover so that the IAEF can more easily navigate regulatory 
hurdles, and helps avoid corruption and sectarianism driving investment 
allocations. 

U.S. participation also could draw other regional players, such as the 
Gulf States, to join in the fund; these States likely would initially be cautious 
about contributing to an Iraq-led fund. Arab funds and International 
Compact for Iraq (ICI) partners could then play a role in helping finance 
some of the start-up funds and providing additional investment.and 
development funds. On a per-deal basis, local, regional, and international 
private investment funds could also be leveraged, as has been done with 
earlier enterprise funds. We have already received indications of interest 
from the business sector in joining such an effort. Foreign investors will 
participate, not only in the developmental stages of the fund, but also 
through purchasing shares in firms that received investment from the IAEF 
as the IAEF exits the market, per the practice of previous enterprise funds. 
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Question for the Record Submitted to 
Ambassador Ryan Crocker by 
Representative Frank Wolf (#1) 

House Committee on Appropriations, Subcommittee on State, Foreign 
Operations and Related Programs 
April 10, 2008 


Question : 

What are you doing to insist that the Iraqi Government help its most 
vulnerable citizens? 

Answer : 

The United States government and the international community have 
consistently stressed to the Government of Iraq (GOI) the need to protect its 
most vulnerable citizens, such as internally displaced persons (IDPs), 
religious minorities, and refugees. President Bush recently told the GOI that 
it should ensure that its increasing resources are utilized in a manner that 
benefits those Iraqis most in need of assistance. At the April 22 Expanded 
Neighbors of Iraq Ministerial, Secretary Rice called on the GOI to 
substantially increase its contributions to international appeals to assist 
displaced Iraqis and to prepare a plan for their safe and voluntary return. 

With the assistance of both the U.S. government and the United 
Nations Assistance Mission in Iraq (UNAMI), the GOI has been developing 
plans to support large scale returns, whenever that occurs. The Iraqi 
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Ministry of Displacement and Migration is working on a supplemental 
budget request of $195 million that will be used to provide assistance to 
returning families. 

Our strategy towards Iraqi refugees is to provide assistance and 
encourage the GOI and international donors and countries in the region to 
increase support for humanitarian assistance programs until conditions in 
Iraq permit the refugees to return. The U.S. government and the 
international community are directing their assistance to the United Nations 
agencies, to international organizations and non-governmental organizations, 
to countries hosting Iraqi refugees, and to communities within Iraq hosting 
internally displaced persons. 

Iraq’s neighbors - Syria and Jordan - have accepted approximately 
two million Iraqis. Specifically, Syria has taken in approximately 1.4 
million Iraqi refugees and Jordan has allowed approximately 450,000 
refugees to enter its country. In 2007, the GOI pledged to give $25 million 
to countries hosting the most significant numbers of Iraqis: $15 million has 
been disbursed to Syria and $2 million to Lebanon; $8 million was pledged 
to Jordan but has not yet been disbursed. 

Additionally, GOI and Provincial Reconstruction Teams are working 
with Coalition Forces across Iraq to protect the rights of religious minorities. 
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Since the 2003 liberation, al-Qaida in Iraq (AQI) has targeted innocent Iraqi 
civilians, including members of minority groups. When the fight against 
AQI shifted to the northern province of Ninewa, which is also home to a 
large number of religious minorities, Iraqi Prime Minister Nuri al-Maliki 
made it a priority to send Iraqi forces to the area. Iraqi security forces, with 
support from Coalition Forces, continue their campaign to bolster security in 
the area. 
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Question for the Record Submitted to 
Ambassador Ryan Crocker by 
Representative Frank Wolf (#2) 

House Committee on Appropriations, Subcommittee on State, Foreign 
Operations and Related Programs 
April 10, 2008 


Question : 

Last weekend there was a new report of violence against an Iraqi Christian leader 
when an Assyrian Orthodox priest was gunned down in Baghdad. Just a few 
weeks ago, the Secretary of State came before this Subcommittee and pledged that 
the US Government was doing everything possible to recover a Chaldean 
Archbishop who had been abducted a few days earlier, but unfortunately the 
Archbishop was soon found dead. These incidents instill great fear in the Christian 
community in Iraq. Although I am very hopeful when I see the statistics showing 
that civilian deaths have gone down over the last year, I worry that these isolated 
acts can be just as detrimental to the overall security situation, particularly for 
religious minorities. 

• What is being done to prevent these targeted acts of violence on religious 

minorities in Iraq? 

Answer : 

The Government of Iraq is focused on improving and maintaining security 
for all Iraqis, including religious minorities. When the fight against al-Qaida in 
Iraq (AQI) shifted to the northern province of Ninewa, which is also home to a 
large number of religious minorities (i.e,, Christians), Iraqi Prime Minister Nuri al- 
Maliki made it a priority to send Iraqi forces to the area. Iraqi Security Forces, 
with support from Coalition Forces, continue their campaign to bolster security in 
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the area. In fact, this support helps deter criminal organizations from targeting and 
intimidating minority groups. 

PRT and Coalition Forces are working closely with the Iraqi Security Forces 
to ensure that religious minorities from the Ninewa area are recruited into the Iraqi 
Police force. The Iraqi Police in Ninewa are in the process of filling 700 positions 
with religious minorities from the area to serve in their own communities. By 
maintaining a diverse police force, Iraq will be better situated to protect its 
religiously and politically diverse minority communities. 
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Question for the Record Submitted to 
Ambassador Ryan Crocker by 
Representative Frank Wolf (#3) 

House Committee on Appropriations, Subcommittee on State, Foreign 
Operations and Related Programs 
April 10, 2008 


Baghdad Embassy Security 


Question 


As you know, I was a strong supporter of the original $592 million 
appropriation provided for the New Embassy Compound in Baghdad. I 
understand that there are now several pending follow-on projects. One of 
those projects involves redesigning the New Office Building where you will 
work. I understand that the cost of the building has gone up because you 
and General Petreaus now see the value in the military and State Department 
being co-located. 

Why is this redesign so critical? 


Answer: 


General Petraeus and I agreed after our arrival in Iraq last year that 
our co-location would be essential to the successful coordination of our 
efforts. The Embassy was designed to accommodate 30 military personnel, 
not the nearly 300 required to maintain an effective level of collaboration. 
We want to put some of these personnel in the New Office Building and 
some in the nearby Interim Office Building. We would reconfigure existing 
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spaces to hold additional people and classify previously unclassified areas, a 
necessity for effective operations. There is also a need for additional 
classified space for the Regional Security Office. Nobody expected that the 
security situation would remain so tenuous when the design of the new 
embassy was envisioned. Our Regional Security Officers have more than 
tripled since that time. Most of these officers will be located in the New 
Office building. Their work is vital to protecting the lives of American 
citizens on the compound and those working beyond the Embassy walls 
fostering the capacity of Iraqis in everything from governance and rule of 
law to infrastructure development. This important work is increasingly 
bringing positive change to Iraqi. 

Question: 

How long will it take to complete? 

Answer: 

Once available funds are released, it will take two months for the 
contracting process, 10-months of construction time, and one month for final 
accreditation. The NOB could be completed in May 2009. Work on the 
IOB would start later and be completed in August. 
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Question: 

Because of the recent attacks on the Green Zone that have killed two US 
Government employees, isn’t there an increased need to quickly move into 
the New Embassy Compound? 

Answer: 

Yes, and Post is implementing a housing plan to begin occupancy of 
the apartments as of 23 May 2008. Certain components, not requiring CAA 
space, will relocate to the unclassified facilities of the New Office Annex in 
June 2008. We will also open a small classified internet cafe in the New 
Office Building to provide access to others who can move to the new 
compound but have only limited needs for classified processing. 

Question: 

Does it make sense to wait a year to move all of those employees out of the 
Palace and into the hardened New Embassy Compound to work? 

Answer 

For reasons cited above, the New Office Building and Interim Office 
Building as currently configured do not provide adequate CAA facilities to 
accomplish and coordinate the Embassy’s mission. It is important to note 
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that employees will be occupying the more secure, hardened housing on the 
NEC as of May, and will be shuttled to their offices on the Palace 
Compound, a hardened structure, so that they have access to CAA space and 
secure equipment with which to conduct their classified business until the 
Reconfiguration Project is completed. There is also a pending request for 
additional more secure housing for staff and maintenance contractors on the 
New Embassy Compound. 

Question: 

Do you think that using trailers with overhead cover is the most safe, and the 
most practical, solution? 

Answer: 

Quite frankly, we would all prefer a hardened permanent structure. 
The key issue is timing: if takes significantly longer to build a permanent 
building, then we should forego that option and employ trailers with 
hardened cover as soon as possible. However, I have recently heard from 
our Bureau of Overseas Building Operations that they may be able to 
commission a hardened structure based on the structural exterior design of 
our NEC apartments. The rooms at 240 square feet would be much smaller, 
and they wouldn’t have a kitchen, but 700 rooms might be built for less than 
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$100 million in 13-14 months. If it can indeed be built in the same 
timeframe as the trailers, than this would be my preferred option. 

Question: 

The Committee has heard that the cost difference between using hardened 
temporary structures and constructing additional permanent housing is 
minimal. Why would you choose the option of hardened temporary 
structures? 

Answer: 

I would only choose hardened temporary structures if it would 
significantly shorten the length of time to get our people under hardened 
cover. A decision on hardened temporary versus permanent housing on the 
East End is still pending. There are two additional and viable options that 
merit further consideration as to cost and construction time before a final 
decision can be made. The final proposal should be forthcoming in the very 
near future as it is key to providing more secure housing for all Embassy 
staff. 


Question: 

When do you anticipate the footprint in Baghdad decreasing so that this 
temporary housing is no longer necessary? 



907 


Answer: 

Embassy staffing changes in response to developments in Iraq and our 
policy priorities. We constantly monitor our staffing, using a rigorous 
process that requires the personal approval of the Ambassador for any 
staffing increase. We note that when numbers do decrease, the additional 
housing to be constructed on the east end could be used to house contractor 
personnel, sold to a friendly government, or sold to an investor. 
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Question for the Record Submitted to 
Ambassador Ryan Crocker by 
Representative Joe Knollenberg (#1) 
House Committee on Foreign Affairs 
April 10, 2008 


Question : 

Aiding Iraq’s religious minorities has been a top priority of mine for a 
number of years. The U.S. Administration seems to be paying attention to 
the plight of Iraq’s Christians but Iraq’s government and the Kurdistan 
Regional Government (KRG) continue to ignore the problem. What are 
your conversations like with Prime Minister Nouri al-Maliki regarding 
northern Iraq and the protection of religious minorities? 

Answer : 

Through high-level meetings in Iraq and in Washington and through 
our Regional and Provincial Reconstruction Teams in Irbil and Ninewa, 
respectively, we maintain a regular dialogue with officials of the 
Government of Iraq and the Kurdistan Regional Government on issues 
relating to protection for religious minority communities in northern Iraq. 

Prime Minister Nuri al-Maliki has pledged to protect and support the 
Iraqi Christian community. Earlier this year, PM Maliki directed Iraqi 
forces to Ninewa Province, which is home to large numbers of minorities 
and has recently become the epicenter of the fight against al-Qaida in Iraq 
(AQI) as AQI militants have shifted north. PM Maliki has pledged to drive 
out al-Qaida out of Iraq in order to protect all Iraqis. 
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Question for the Record Submitted to 
Ambassador Ryan Crocker by 
Representative Joe Knollenberg (#2) 
House Committee on Foreign Affairs 
April 10, 2008 


Question : 

The Iraqi government ignoring ChaldoAssyrians has led to an unprotected 
group of minorities. Who is held accountable for this area and the protection 
of these people? 

Answer : 

The Government of Iraq is focused on improving and maintaining 
security for all Iraqis, including its Chaldean and Assyrian Christian citizens. 
When the fight against al-Qaida in Iraq (AQI) shifted to the northern 
province of Ninewa, which is also home to a large number of Christians, 
Iraqi Prime Minister Nuri al-Maliki made it a priority to send Iraqi forces to 
the area. Iraqi security forces, with support from Coalition Forces, continue 
their campaign to bolster security in the area. 

PRT and Coalition Forces have also been working closely with the 
Iraqi Security Forces to ensure that Christians from the Nineveh Plain area 
are recruited fairly into the Iraqi Police force. The Iraqi Police in Ninewa 
are in the process of filling 700 positions with Christians from the area to 


serve in their own communities. 
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Question for the Record Submitted to 
Ambassador Ryan Crocker by 
Representative Joe Knollenberg (#3) 
House Committee on Foreign Affairs 
April 10, 2008 


Question : 

I know from first hand reports how much Iraqi Christians are willing to help 
themselves. . . if they are given the chance. It is time for the United States to 
help them. I strongly believe we should be pressuring Iraq’s government to 
allow for a self-policing mechanism in Ninewa and for the religious 
minorities. Do you agree? 

Answer : 

We agree that the safety and security of Iraq’s communities, including 
its Christian citizens, is of utmost importance; it is a key priority for both the 
Government of Iraq and the U.S. Government. USG officials at the 
Department of State, Embassy Baghdad, and the Provincial Reconstruction 
Team (PRT) in Ninewa maintain a regular dialogue with members of Iraq’s 
Christian communities and understand that security is one of their main 
concerns. PRT and Coalition Forces have been working closely with the 
Iraqi Security Forces to ensure that Christians from the Nineveh Plain area 
are recruited fairly into the Iraqi Police force. The Iraqi Police in Ninewa 
are in the process of filling 700 positions with Christians from the area to 


serve in their own communities. 
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Question for the Record Submitted to 
Ambassador Ryan Crocker by 
Representative Joe Knollenberg (#4) 
April 10, 2008 


Question : 

The number of Iraqi refugees and internally displaced persons is astounding. 
Not only should these individuals be given the chance to return to their 
homes it is unfair to expect Iraq’s neighbors to take on such a large influx of 
people. One of my main concerns when it comes to reconstruction is 
northern Iraq. If we can not reconstruct and secure the region we can not 
expect people to return. What mechanisms are in place to ensure funding is 
actually getting to all regions in Iraq? 

Answer : 

The Iraqi government has assumed responsibility for reconstruction 
throughout the country. All Provincial Councils have bank accounts for 
operational and capital expenditures at al-Rafidain or al-Rasheed Bank, the 
two largest state-owned banks in Iraq. It is into these accounts that the 
Ministry of Finance releases funds after project submissions have been 
approved by the Ministries of Planning and Finance. 

Because Iraq is still largely a cash-based economy, most of the 
Provincial Councils need to have cash from their bank accounts shipped to 
their province, creating a number of security and logistical challenges. In 
some cases, the U.S. military has provided transportation for this cash, 
primarily in Anbar province. 
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Currently, our assessment is that each of the Provincial Councils has 
an adequate supply of cash on hand to undertake the desired reconstruction 
projects. Under the 2007 and 2008 Budget laws, Provincial Councils were 
allowed to carry over unspent funds to the next fiscal year. Further, the 
Ministry of Finance has already released 20 percent of each Provincial 
Council’s 2008 budget to the Provincial Councils’ bank accounts. Finally, 
the Ministry of Finance has recently received supplemental budget requests 
from a number of the Provincial Councils, and has indicated its intention to 
carefully consider how best to allocate money for Iraq’s reconstruction. We 
are confident that Provincial Councils are currently getting the funds they 
need. 

The United States has largely completed its reconstruction projects 
and is focusing on building Iraq’s capacity to serve its citizens. U.S. 
assistance funds are distributed in support of the mission in Iraq and on a 
needs basis. On both per capita and dollar value basis Ninewa, Tamim, 
Diyala, and Salah ad Din provinces, in the northern half of Iraq, are each 
among the highest recipients of U.S. assistance. The three provinces in the 
KRG - Sulaymaniyah, Erbil, and Dahuk- fall within the lower half of U.S. 
assistance, since the area has seen greater economic prosperity and less 
violence in recent years. 
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We have established Provincial Reconstruction Teams (PRTs) in 
Diyala, Salah ad Din, Ninawa, Tamim provinces and a Regional 
Reconstruction Team in Erbil covering the three provinces in the KRG. The 
PRTs meet with community leaders and influential personalities in these 
areas. Through these contacts, the PRTs help Provincial Councils target the 
national reconstruction funds provided by the central government to the 
areas of greatest need. Additionally, the PRTs have Quick Reaction Funds 
(QRF) for specific needs they see on the ground. These funds can range up 
to $500,000 and are tailored to meet specific needs within the communities 
as they are communicated from the local community leaders to the PRTs. 

These local groups are also supported by USAID through the Tatweer 
project which assists the Government of Iraq (GOI) by increasing 
ministerial capacity. Greater capacity in the GOI will lead to improved 
budget execution, spur increased reconstruction efforts, and enhance the 
Iraqis’ ability to transfer and expend funds. 
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Question for the Record Submitted to 
Ambassador Ryan Crocker by 
Representative Joe Knollenberg (#5) 
House Appropriations Committee 
April 10, 2008 


Question : 

A group of Chaldean Americans recently returned from Iraq to assess the 
situation on the group. While their reports were less than optimistic they 
were able to see first hand the work that needs to be done. They also met 
with local NGOs that are willing to work with the U.S. government on 
reconstruction. Are you currently working with NGOs? 

Answer : 

The U.S. government, through USAID, Provincial Reconstruction 
Teams, and other U.S. elements, works extensively with NGOs to 
implement humanitarian assistance and economic and community 
development projects. USAID has been active in the Ninewa Plain which is 
home to a large Christian minority. More than $3 1 million in U.S. 
assistance funds have been expended on projects, and several of USAID’s 
programs implemented by NGO partners benefit this region and the greater 
province. Our NGO partners work with over 45 local NGOs in 
implementing programs. 

■* 

• The Community Stabilization Program (CSP) is implemented by 
International Relief and Development (IRD) and provides quick 
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impact activities targeting youth vulnerable to insurgency as well as 
vocational education, apprenticeships, and microgrants for businesses. 

• The Community Action Program (CAP) is implemented by ACDI- 
VOCA in Ninewa and works with community groups to identify and 
prioritize local needs, and trains them to design, implement and 
oversee the solutions. CAP also provides assistance to civilian 
victims of war through the Marla Ruzicka Fund. 

• The USAID Office of Foreign Disaster Assistance (OFDA) also 
responds to the needs of IDPs and IDP host communities through the 
International Organization for Migration (IOM), International Medical 
Corps (IMC) and IRD. 

USAID programs focus on the needy, rather than on specific ethnic or 
religious groups. While several religious groups are displaced and 
undergoing hardships with respect to everyday life in Iraq, many others have 
developed coping mechanisms that provide them access to basic services 
such as water, electricity, and shelter. Accordingly, USAID funds programs 
that will have the highest impact on these such as microfinance, 
agribusiness, and vocational training. 




Thursday, April 10, 2008. 

FY 2009 INTERNATIONAL PROGRAMS BUDGET 

WITNESS 

HON. HENRY M. PAULSON, JR., SECRETARY, U.S. DEPARTMENT OF THE 
TREASURY 

Ms. Lowey. Good morning. The Subcommittee on State, Foreign 
Operations, and Related Programs will come to order. Today, we 
are very pleased to welcome Secretary Henry Paulson to discuss 
the Department of the Treasury’s $2.41 billion Fiscal Year 2009 
budget request for contributions to international programs, an in- 
crease of $941 million above the Fiscal Year 2008 appropriation. 

Mr. Secretary, you have come to our Subcommittee at a time 
when many Members have serious concerns about the state of our 
domestic economy. Each of us has constituents who are reeling 
from record gas prices, falling home values, and shrinking job op- 
portunities. Many of us also question aspects of the regulatory plan 
unveiled last week. 

While this hearing is about Treasury’s role on the international 
stage, these domestic issues, as you know, have a significant im- 
pact globally. I am very interested to hear your views on the effect 
of the current financial crisis on the global economy and the multi- 
lateral development banks, their risk exposure, and the potential 
liability for U.S. taxpayers. I hope your opening statement will 
shed some light on how the liquidity crisis is affecting developing 
nations’ already limited access to credit and the role of inter- 
national institutions in mitigating this risk. 

Over the past several months, this Subcommittee has examined 
the effectiveness and coordination of U.S. bilateral foreign assist- 
ance. With that in mind, Mr. Secretary, I am interested in hearing 
why Treasury should have its own capacity to provide international 
technical assistance and why these programs should remain out- 
side of the existing foreign aid infrastructure. Indeed, experience 
has shown that our assistance is most effective when it is well co- 
ordinated, both within the United States government and with 
other donors. 

As one of the lead negotiators with the G-8, and as the U.S. rep- 
resentative to the multilateral banks, I am interested in hearing 
the steps you are taking to represent U.S. development priorities 
during discussions with world leaders. 

The United States has been supporting a reform agenda, and I 
believe that the World Bank is making progress in this area under 
its new leadership. I was pleased that the World Bank leadership 
endorsed the Volker Panel Report, which laid out concrete steps to 
address whistleblower protection, corruption investigation allega- 
tions, and the role of the Internal Investigations Unit at the Bank. 

( 917 ) 
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However, I remain concerned about continuing corruption allega- 
tions, including recent evidence of collusion in the India health sec- 
tor programs. 

Although both the World Bank and India are taking action on 
this issue now, it took three years for the Bank to admit these 
charges. I would like to hear what Treasury is doing to encourage 
immediate implementation of the Volker recommendations, includ- 
ing the establishment of a strong whistleblower protection policy. 

The Fiscal Year 2009 budget request includes a 15-percent in- 
crease in our contribution to the World Bank, and, therefore, 
Treasury oversight will be more important than ever. 

Additionally, I am deeply bothered that the World Bank Group 
continues to disburse funding to Iran. In fact, while no new loans 
have been provided since 2005, disbursement of existing loans to 
Iran has increased in each of the last four years. It is perplexing 
that, despite United Nations sanctions against Iran, the World 
Bank has approved over $1.3 billion in loans for Iran. While some 
of these loans are humanitarian in nature, many are for broad, in- 
frastructure projects. In addition, the Bank also provided loan 
guarantees to companies doing work in Iran in 2005. 

I would like your thoughts on these policies and whether there 
are additional steps the U.S. should be taking to stop the flow of 
these disbursements, halt future investment guarantees, and dis- 
suade European and Asian banks from investing in Iran. 

The Treasury Department plays a critical role in stemming ter- 
rorist financing but cannot be successful when our allies leave their 
commitments unfulfilled. What is the Treasury Department doing 
to catalyze action in other countries, particularly Saudi Arabia, to 
prevent funds from reaching the hands of terrorists? 

With respect to debt relief, I commend the administration for its 
commitment. However, I am concerned that we are not doing 
enough to ensure that these funds are reaching their intended re- 
cipients or being spent as envisioned. Many of us were outraged 
when we first learned of so-called “vulture funds,” which prey upon 
poor countries, swooping in and buying their debt when it is about 
to be written off, only to sue for the original value of the debt, plus 
interest, once it has been forgiven. These unforgivable actions have 
defrauded needy countries while lining the pockets of wealthy busi- 
nessmen. 

Mr. Secretary, what steps will the Treasury Department take in 
the coming year to address vulture funds and to ensure that debt 
relief for heavily indebted, poor countries is sustainable? 

The Fiscal Year 2009 budget requests significant funds for global 
climate change, an issue that we all know this administration had 
had difficulty embracing, and I do commend you for your very im- 
portant personal leadership and commitment to corporate environ- 
mental responsibility going back to your time at Goldman Sachs. 
I imagine that your commitment played a role in the funding re- 
quested for the Clean Technology Fund, and I hope you will share 
more details on this initiative. 

However, I must note that I do not believe that eight years of 
backsliding on international climate change commitments can be 
rectified simply by throwing money at the problem. It is essential, 
and I am sure you would agree, that the United States exercise 
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leadership on curbing greenhouse gases and investing in alter- 
native energy and clean technology here at home. 

Secretary Paulson, I would like to close by noting that you have 
just returned from China, where you were the most senior U.S. 
government official to visit since the Chinese government’s violent 
crackdown in Tibet. Many of us have spoken out forcefully against 
China’s oppression of peaceful democratic activists in Tibet and 
elsewhere, its inaction and complicity in the genocide in Darfur, 
and continued intransigence on United Nations resolutions that im- 
pose sanctions on Iran. 

In the past, you have not raised concerns about these issues in 
your conversations with the Chinese, illustrating what appeared to 
be a bifurcated policy within the administration towards China. 
The State Department would press China on human rights con- 
cerns while the Treasury Department, which wields far greater le- 
verage, would not engage on these issues. While I appreciate the 
distinct roles played by each agency, I fear that the Treasury De- 
partment’s past silence has sent a message of inconsistency or, 
worse, indifference on many critical concerns. I was, therefore, 
pleased to hear that on your recent trip you did engage the Chinese 
government on the issue of Tibet. However, I hope this will not be 
an isolated incident and that you will continue to press the Chinese 
government on issues of concern. 

Secretary Paulson, I appreciate your being with us. I look for- 
ward to hearing your testimony. I look forward to working with you 
to ensure that our investments in the multilateral development 
banks address the development priorities of the 21st Century, and 
before we move to your testimony, let me turn to Mr. Wolf, the 
Ranking Member, for his opening statement. 

Mr. Wolf. Thank you, Madam Chair. Mr. Secretary, welcome to 
the Committee. 

In his first speech before the British Parliament, William Wilber- 
force, who was the one who abolished the slave trade in England, 
in talking to his colleagues and in talking to the leadership, the 
business leaders of England, said the following. He said to them, 
“Having heard all of this, you may choose to look the other way, 
but you can never again say you did not know.” 

There is no one in this administration, and particularly you, and 
no one in Congress who does not know about the nation’s long-term 
financial outlook — in fact, when you were appointed, I really felt 
very good about it because I had heard you speak out on that issue, 
and I thought you were going to do something about it. 

David Walker, whom I know you know, who has left GAO to go 
out and raise the consciousness of the country on this issue, said, 
“We have a tsunami of debt and spending that can swamp our ship 
of state.” 

Many think, we are $9 trillion in debt. We have $53 trillion of 
unfunded obligations. I saw your quote last week, when the Social 
Security and Medicare Trustees Report recently came out, that 
only reinforced the dire consequences of our fiscal health. The 
Medicare Trustees Report concluded that consideration of reforms 
to ensure the financial security of Medicare must occur, stating, 
“The sooner the solutions are enacted, the more flexible and grad- 
ual they will be.” 
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I know you know about the Social Security Report. It echoed the 
same sense of urgency, saying, “The projected trust fund deficit 
should be addressed in a timely way. Making adjustments sooner 
will allow them to spread over more generations.” 

The value of the dollar is dropping. In today’s Washington Times, 
“Global Food Riots Turn Deadly Throughout the World.” 

What more evidence do we need? Congress, too, and the adminis- 
tration need to realize that our children and grandchildren cannot 
afford to have their leaders choose to look the other way. 

Just last week, and I know you know about this because you had 
a representative there, there was a roundtable discussion held by 
Maya McGinnis and the Committee for a Responsible Federal 
Budget. It was a diverse group — Republicans and Democrats and 
independents and Wall Street people — from business, finance, 
former CBO directors, former OMB directors, think tanks. Every- 
one there, but for one or two, expressed concern about the entitle- 
ment crisis that we are facing. 

It is also a generational issue. Speaking not only as a Member 
but as a father and as a grandfather, really what kind of country 
are we going to turn over to our children? 

I was taken by the editorial page, if you saw it, in Newsweek last 
week. I think you know Pete Peterson. Do you know Pete Peterson? 
He said in that editorial — he was talking about the crisis, and he 
ended by quoting Dietrich Bonhoeffer. I am sure you know who 
Dietrich Bonhoeffer is, the German pastor who was instrumental 
in the resistance movement against the Nazis. Dietrich Bonhoeffer 
said, and I quote, “The ultimate test of a moral society is the kind 
of world it leaves to its children.” 

Now, Jim Cooper and I have a bill in Congress with 80 co-spon- 
sors. Senator Conrad and Senator Gregg and Senator Radanovich 
have a similar bill over on the Senate side. There are the votes to 
pass this in the House. I have been told there are votes to pass it 
in the Senate. 

I have written the administration a number of times on the 
issue, and most of the time we do not even get an answer. But I 
urge you to be like Esther in the Bible. In such a time as this, with 
all of your knowledge and expertise, I hope you are going to pick 
this issue up. If you fail, you fail, but never to really try. We can 
pass this now. We can pass it. This would be a gift for the next 
president, whoever he or she is. 

If you do not, and if the administration does not, I would predict, 
and I will never be able to really find out because I do not think 
we will be talking with each other once you leave, and you are in 
a different place, going back to New York or Chicago, I honestly be- 
lieve, Mr. Secretary, one, I believe that you are probably one of the 
most competent people has been appointed to this spot. 

As I was talking to Mr. Froemmer, your congressional relations 
person, I said, “The failure of Secretary Paulson to speak out and 
work on this is kind of like if a top brain surgeon in town failed 
to speak out on a problem, then the other brain surgeons are not 
going to deal with it.” 

You are the top brain surgeon on this issue, and I will predict, 
if you leave here without forcefully addressing this issue, wherever 
you may go, you will live to regret it. You will sit on your rocking 
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chair, and you will say, when you see the media reports next year 
and the year after, you will say, “You know, I could have dealt with 
that. I could have done something about that. I know I could have 
done something.” I think you are going to say, “I am really sorry.” 
You may not tell anybody else other than your close family, but you 
are going to say, “I am really sorry I did not pick this issue up.” 

So my request — we cannot force you to do it, but my request is 
that you will today begin to say, “Okay. We are going to work for 
the Cooper-Wolf Bill, we are going to work for the Conrad-Gregg 
Bill, we are going to put the resources of the administration, put 
the knowledge that you have and the expertise that the Depart- 
ment has behind this whereby we can do this, and we can do it, 
as Dietrich Bonhoeffer said, not only for our generation but also for 
our children and our grandchildren.” 

With that, Madam Chair, I yield back the balance of my time. 

[The information follows:] 



U.S. Treasury Department Office of Public Affairs 

Embargoed Until 2 p.m. (EDT), April 10, 2008 
Contact Brookly McLaughlin, (202) 622-2920 

Opening Statement by Secretary Henry M. Paulson, Jr. 

BEFORE THE HOUSE COMMITTEE ON APPROPRIATIONS 

Subcommittee on State, Foreign Operations and Related Programs 
on the FY 2009 International Programs Budget 

Washington, DC — Chairwoman Lowey, Congressman Wolf, Members of the Committee: Thank you 
for the opportunity to discuss the President’s FY 2009 Budget request for the Department of the 
Treasury’s International Programs. This Budget request of approximately $2,241 billion reflects the 
Bush Administration’s commitment to promote economic growth and reduce poverty in the developing 
world. The Budget request provides support for the on-going efforts of the multilateral development 
banks (MDBs), debt restructuring programs and technical assistance. In providing these resources, the 
United States invests in economic, social and political stability around the world. Our support for these 
programs helps countries establish the policies and programs necessary to create the conditions for long- 
term private sector-led growth. 

The FY 2009 Budget request also includes funding for a new, multilateral clean technology fund that 
will help major developing countries move towards a low carbon growth path. I will talk about this new 
initiative first. 

International Clean Technology Fund 

In September 2007, President Bush proposed the creation of the international clean technology fund 
(CTF) to help developing countries adopt clean energy technologies. As these countries build 
infrastructure that will exist for 30 years or more, we need to assist them to take advantage of cleaner, 
more advanced technologies. Otherwise, developing countries may be locked into a legacy of highly- 
polluting, less efficient - though less expensive - technologies. The proposed CTF would help cover the 
cost difference between older, dirtier technologies and cleaner, more advanced technologies. It would 
be created as a multilateral trust fund administered by the World Bank, and implemented through the 
MDBs. This fund represents a truly international approach to reduce rapid greenhouse gas emission 
growth in major developing countries. 

The FY 2009 budget request includes $400 million for the first installment of a total U.S. pledge of $2 
billion over three years. With additional funding from other countries, we will help finance clean energy 
projects in the developing world, which will benefit people around the world. 

Multilateral Development Banks 

In addition to this new initiative, the President’s FY 2009 Budget requests a total of $2,071 billion for 
MDB funding, including $42 million to pay a portion of outstanding U.S. arrears to the International 
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Development Association. The Budget request also includes U.S. contributions to replenish the 
International Development Association and the African Development Fund. This replenishment pledge 
will cover the U.S. contribution to the Multilateral Debt Relief initiative from FY 2009 to 2011. 

Through U.S. leadership, the MDBs are reforming their business practices. We have seen important 
progress in how the banks measure results. They are better at encouraging private sector development 
and business climate reforms. The MDBs are also showing improvements in transparency, anti- 
corruption systems and strengthening performance-based allocation systems to ensure that countries 
with stronger policies receive higher funding priority. 

This progress is reflected in the new replenishment agreements that require policies which should 
deliver results for the world’s poorest people and improve the Banks’ effectiveness as it works with 
fragile states such as Afghanistan and Liberia. These measures will also expand the MDB work on anti- 
corruption policies, regional economic integration, and climate change initiatives. 

In response to U.S. urging, the MDBs have made substantial progress to improve the debt sustainability 
of many developing countries. This includes the 2005 Multilateral Debt Relief Initiative (MDRI) and 
last year’s agreement by the Inter-American Development Bank to provide 100 percent debt relief to the 
bank’s five poorest borrowing countries. To ensure the gains from debt relief are not lost, all MDBs 
now use the World Bank/IMF debt sustainability framework to determine the appropriate mix of grants 
and concessional loans. 

While efforts to make the MDBs more effective must continue, the banks are more accountable, 
transparent and results-oriented today than when President Bush took office in 2001 . 

Debt Restructuring Programs 

This request also includes $ 1 4 1 million for debt restructuring programs. These funds will meet U.S. 
commitments for bilateral debt reduction for Heavily Indebted Poor Countries (HIPCs) and U.S, pledges 
for contributions to the HIPC Trust Fund. This request also includes $20 million for the Tropical Forest 
Conservation Act. The HIPC initiative is lifting crippling debt burdens off many of the world's poorest 
countries, freeing resources for poverty reduction, when those countries have demonstrated both sound 
economic policy and a commitment to fighting poverty. 

Technical Assistance 

The third component of this request includes $29 million for Treasury’s Technical Assistance program. 
This is a small program that never makes the headlines. But from my travels around the world I know 
that it is both cost effective and valuable. Treasury’s financial experts help countries strengthen their 
capacity to manage public finances, lay the financial groundwork for private sector led growth, and 
combat money laundering and terrorist financing. Building that capacity is also a vital complement to 
investments in other areas - debt relief, for example - and to the effectiveness of development assistance 
generally. If developing countries’ fiscal houses are not well managed, our investments in schools, 
hospitals, roads and other critical infrastructure will not be sustained, or will have to be sustained by us 
indefinitely. 

Conclusion 

Overall, we believe that full funding of these international programs will allow Treasury to work with 
and support developing countries throughout the world as they strive to lift their people out of poverty 
and provide greater opportunities for prosperity and security. 

Thank you for your past support and for your current consideration of these programs. I look forward to 
working with you during your deliberations and welcome your questions. 

-30- 
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Ms. Lowey. Thank you, and, with that, we look forward to hear- 
ing your opening statement. 

Secretary Paulson. You all have asked a number of questions in 
your statement. I have a short statement that will run five or six 
minutes which does directly address a number of your questions; 
I will make the statement, and you can be thinking whether you 
want to have me go through all of the questions you asked, one by 
one, or whether we want to go through the process again, but I will 
give you a very quick statement because, Madam Chair and Con- 
gressman Wolf, I really appreciate the opportunity to discuss the 
president’s Fiscal Year 2009 budget request for the Department of 
Treasury’s International Programs. 

The budget request of approximately $2,241 billion reflects the 
administration’s commitment to promote economic growth and re- 
duce poverty in the developing world. This year, we also include 
funding for a new international initiative, the Clean Technology 
Fund, to help major developing countries move into a low-carbon 
growth path. 

Treasury International Programs include funding the multilat- 
eral development banks’ debt restructuring and technical assist- 
ance. The budget request is for resources to help countries estab- 
lish the policies and programs necessary to create the conditions 
for long-term, private sector-led growth. In doing so, the United 
States invests in conditions that foster economic, social, and polit- 
ical stability. 

Through U.S. leadership, the MDBs have increased coordination 
of public and private sector lending programs to remove obstacles 
to private sector development. MDB private sector programs con- 
centrate on fiscal infrastructure, investments in human capital, 
policy reforms, and improving regulatory and legal environments. 
The private sector programs complement these activities by pro- 
viding or facilitating access to private sector financing. This access 
is often combined with technical assistance and sharing of best 
practices to help build stronger companies, which, in turn, build 
stronger economies. 

We have also made substantial progress to improve the debt sus- 
tainability of many developing countries. This includes the Multi- 
lateral Debt Relief Initiative, approved in 2005, and last year’s 
agreement by the Inter-American Development Bank to provide 
100-percent debt relief to the Bank’s five poorest borrowing coun- 
tries on all loans outstanding as of December 31, 2004. 

In response to U.S. urging, the MDBs are also promoting good 
governance, transparency, and anticorruption systems to better en- 
sure the funds provided by the United States and other donor na- 
tions are used prudently and for their intended purpose, to support 
development programs. This includes improving accountability and 
using performance-based allocation systems to ensure that coun- 
tries with stronger policies receive higher funding priority. 

This request also includes new replenishment of the World 
Bank’s International Development Association [IDA] and the Afri- 
can Development Fund. The increase for IDA demonstrates U.S. 
leadership at delivering real results for the world’s poorest coun- 
tries. Our contributions to IDA and ADF specifically will improve 
the Bank’s effectiveness and transparency as it works with fragile 
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states, such as Afghanistan and Liberia, and expands efforts on 
anticorruption policies, regional economic integration, and climate 
change initiatives. 

In September of 2007, President Bush proposed a major, multi- 
lateral initiative to create a new international Clean Technology 
Fund, the CTF, to help developing countries adopt clean energy 
technologies. As countries develop and build their long-term energy 
infrastructure, it is in the world’s best interest to build that infra- 
structure using the most efficient, clean technology rather than 
highly polluting but less-expensive technology. 

This budget request includes $400 million for the first install- 
ment of a total U.S. pledge of $2 billion over three years to this 
multilateral trust fund, which would be administered by the World 
Bank. With additional funding from other countries, we will be 
helping to finance clean energy projects in the developing world 
which will benefit all peoples in the world by reducing greenhouse 
gas emissions. 

This request also includes $141 million for debt-restructuring 
programs. These funds will meet U.S. commitments for bilateral 
debt reductions for heavily indebted poor countries, HIPCs, and 
help fulfill U.S. pledges for contributions to the HIPC Trust Fund 
Contribution and Tropical Forest Conservation Act programs. 

The HIPC Initiative is lifting crippling debt burdens off many of 
the world’s poorest countries, freeing resources for poverty reduc- 
tion when those countries have demonstrated both sound economic 
policy and a commitment to fighting poverty. 

The third component of our budget request is Treasury’s Tech- 
nical Assistance program. This is a small program that never 
makes the headlines, but from my travels around the world, I know 
that it is both effective and valuable. Treasury’s financial experts 
help countries strengthen their capacities to manage public fi- 
nances, lay the financial groundwork for private sector led growth, 
and combat money laundering and terrorist financing. Building 
that capacity is also a vital complement to investments in other 
areas, debt relief, for example, and to the effectiveness of develop- 
ment assistance generally. 

If developing countries’ fiscal houses are not well managed, our 
investments in schools, hospitals, roads, and other critical infra- 
structure will not be sustained or will have to be sustained by us 
indefinitely. 

In conclusion, we believe that full funding of these international 
programs will allow Treasury to work with and support developing 
countries throughout the world as they strive to lift their people 
out of poverty and provide greater opportunities for prosperity and 
security. 

Thank you for your past support and for your current consider- 
ation of these programs. I look forward to working with you during 
your deliberations and welcome your questions. 

Ms. Lowey. Thank you, Secretary Paulson. As I noted in my 
opening statement, I am deeply concerned about the impact of the 
current crisis on the multilateral development banks, their risk ex- 
posure, and the liability to American taxpayers. I understand that 
you met with your G-8 financial minister colleagues earlier this 
week to discuss the global impact of the financial crisis. 
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As an example of these concerns, I have learned that the Inter- 
American Development Bank may have significant exposure to the 
crisis. According to an internal memo, dated January 28, 2008, the 
Bank reported almost $300 million in losses in 2007, stemming 
largely from the subprime mortgage crisis. 

This raises a whole host of questions, which I would like you to 
address. First of all, in your judgment, was the IDB investing in 
risky assets? What actions did Treasury take, as a member of the 
board, to change this investment strategy? Why was the IDB in- 
vesting in U.S. subprime mortgages when a host of leaders were 
raising concerns about the ethical propriety of subprime lending, 
much less the growing risk of a collapse in this market? Does 
Treasury thinks this is a socially responsible and prudent invest- 
ment of U.S. taxpayer dollars? 

As the newly installed chairman of IDB’s Board of Governors, 
what specific policies will you implement to ensure better oversight 
of IDB’s investment portfolio and protect the institution in the fu- 
ture? Has Treasury undertaken a review of the investment port- 
folios of the other banks? What is the full exposure of the other in- 
stitutions to this current crisis? 

You have just overseen an unprecedented $29 billion bailout of 
Bear Stearns. Should we expect American taxpayers to be on the 
hook for a bailout of the multilateral development banks? 

Secretary Paulson. Let me begin by saying, the meeting with 
the G-7 financial ministers begins tomorrow and takes place this 
weekend, and I just came from Miami with a meeting with the 
Inter-American Development Bank. 

Let me begin by saying that, as we have talked with finance min- 
isters around the world, the good news when you look at the devel- 
oping markets, is this turmoil did not begin in the developing mar- 
kets, and it really has had very little impact to date on the devel- 
oping markets. I think you mentioned in your opening statement 
that the multilateral development banks need to be very vigilant 
and be able to look and figure out what role to play. 

Now, in terms of your question about the IADB and subprime, 
this is a strong financial institution. Its triple A is not at all in 
jeopardy. This is something Treasury spent a fair amount of time 
on recently, that Chairman Luis Alberto Moreno has brought in an 
independent adviser to report to the board on this issue, but it 
looks very contained and very manageable. 

Ms. Lowey. But there is a $300 million loss. 

Secretary PAULSON. Right now, I think, a marked-to-market loss 
on some of the securities in an overall portfolio that is in that 
neighborhood, yes. But, as I said, this is a relatively small portion 
of the overall assets, and, he has retained an independent firm to 
report to him on that. 

In terms of the World Bank and the others, I do not see any sig- 
nificant direct impact. I think the impact will be, to the extent 
there is an impact on the regions and the economies they serve, be- 
cause, as you know, weakness in one economy around the world ul- 
timately impacts others. But, to date, I think, in all of the meetings 
that I have had, and I met with the finance ministers of many of 
the Latin American countries, I have met with the finance min- 
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isters of the African countries, the Asian countries, for the most 
part, the economic situation outside of the U.S. is relatively strong. 

Ms. Lowey. But getting back to the banks, what is their expo- 
sure? You indicate that the Inter-American Development Bank is 
strong. What about the other banks? 

Secretary Paulson. As I said, as far as I know, this is not an 
issue for them. 

Ms. Lowey. Has Treasury done a review of their portfolio? 

Secretary Paulson. They are being reviewed, and there are proc- 
esses in place in all of those banks to review their portfolio, as 
there is in the Inter-American Development Bank. 

Ms. Lowey. So, at this point, you are saying that there is no ex- 
posure, or are you saying that it is still under review? in the proc- 
ess of reviewing it. 

Secretary PAULSON. You cannot be a bank by triple A securities, 
where you are buying mortgages and others, without there being 
some exposure, but this is not anywhere near comparable to what 
you have seen in some of the private sector financial institutions. 
This is something that is being looked at, and it is limited expo- 
sure. The IDB clearly has the most, and, as I said, they have got 
a process in place to deal with that. 

Ms. Lowey. So, you are in the process of reviewing it. I will turn 
this over to my colleague. 

Secretary PAULSON. I am not in the process of review; I said, 
they are in the process of review, and their board of directors, their 
investment committee, their investment adviser in the process of 
reviewing it. 

Ms. Lowey. Well, if you can just keep me apprised of the results 
of this review 

Secretary Paulson. We will continue to do that. 

Ms. Lowey [continuing]. That would be very helpful. Thank you. 

Mr. Wolf. Thank you. Mr. Secretary, do you want to comment? 
I have some other questions. Can we get your support, active sup- 
port, so you do not feel badly when you leave here? 

Secretary Paulson. I would say this. In terms of feeling badly, 
when I came down here, one of the reasons that I was attracted 
to come down here — I knew it was not going to be easy — was that 
the President had the courage to take on the Social Security issue. 
He asked me to undertake a fresh approach and to reach out to 
Members on both sides of the aisle in an attempt to start a process 
which could either be well along while we are here or completed 
when we were here. 

Since I have been trained to run toward a problem rather than 
run away from a problem, while many people said to me, “You are 
tilting at a windmill” — not that this is not a very, very major issue, 
because I happen to think that entitlement reform is one of the two 
or three major issues, and it is one of the major issues we, as a 
country, face. So every time I have testified before the budget com- 
mittees, I have made that point. 

I made a huge effort to try to get people to come together and 
deal with this, and I had a lot of individual meetings where, behind 
closed doors, people said that something might be able to be done, 
but we could not get this together. In my judgment, there was not 
the political will in Congress to do this, and so the role we have 
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been playing right now has been continuing to talk about it, put 
out studies from Treasury that, hopefully, will depoliticize it and 
make it easier for the next administration to do. 

Mr. Wolf. Well, Mr. Secretary, if I can — I only have so much 
time — there are 80 co-sponsors on this bill, and we are waiting for 
you to act, and you have not. You may have been part of the dis- 
cussion over a year ago. Circumstances have changed. I read that 
Standard & Poor’s and Moodys inferred that we could lose our tri- 
ple A bond rating in 10 years. Is there a potential for that? Could 
I ask you, is there a potential for that? 

Secretary Paulson. I am not going to say there is a potential for 
that. I would say that the problem you have pointed to is a serious 
problem. 

Mr. Wolf. But both of them said that we could lose our triple 
A rating. What would be the result in the United States if we lost 
our triple A bond rating? 

Secretary Paulson. Well, the way I describe the situation is that 
I am sure that this country will ultimately solve the problem, but 
the longer we wait, the less financial flexibility we have, and the 
greater price the younger generation will pay. 

To get back to your issue, I have talked with the majority leader, 
the minority leader, with you, with Jim Cooper. I spent a lot of 
time with Kent Conrad and Judd Gregg. And you have some ideas 
on process, and I have got to tell you, I respect those ideas for 
progress. I do not think it is the Treasury secretary’s role to sort 
of dictate to the House what the process should be for solving it, 
but I am happy to participate in any process you all want to put 
together. This is a serious problem, and your leadership has been 
exemplary, and I do hope we continue to talk when I leave. I care 
a lot about this, and all I can tell you is I have made a huge effort, 
and I am spending most of my time now on other things where 
there is a chance of getting them done, and they are more pressing 
in the short term. 

I am sincerely disappointed that we could not get people to come 
together, because this should not be a political issue. This is an 
economic issue. 

Mr. Wolf. Well, I do not think it is a political issue now. We 
have a large number of Democratic Members that are on it. Jim 
Cooper is a highly respected Member of the Congress. Congress- 
man Hoyer has spoken out on behalf of this. Kent Conrad has been 
very sincere. I have been told there are the votes to pass this in 
the Senate. So we really need you to be engaged. Not to be engaged 
is to walk away. Just to put out a statement, and when you put 
out your statement on the Social Security Medicare report, you said 
something to the effect of, I do not like playing solitaire. This is not 
solitaire. There are 80 Members up here who want to participate. 
They want to participate and want to work with you so we can 
really do what is best, and I do not believe it is a partisan issue, 
and I believe there are enough good men of faith on both sides of 
the aisle of all political backgrounds. 

If you look at the co-sponsorship that Jim has, I think he has 
Congressman Moran, and he has Congressman Tanner. He has a 
very broad cross-section. We really need you to weigh in. We need 
you to be a participant. You are not just another person. You are 
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the key brain surgeon in this town on this issue, and you carry a 
tremendous amount of credibility. I respect you highly. In fact, as 
I remember saying, when I heard you were going to be appointed, 
I referenced that Politico statement that was in the article — finally 
we have someone who really understands this, and I know you 
have spoken out on it. 

So we really need you to weigh in, and I would like you to submit 
for the record, or if you want to tell us verbally, what would the 
ramifications be if Standard & Poor’s and Moodys are accurate. If 
you say someone is going to intervene, I do not know who they are. 
Because we have said, Jim and I have said to other Members, If 
you have a better idea that can pass, then we should be for it, but 
if you do not have a better idea that can pass, then this can pass. 
We have people like Bill Frenzel and Maya McGinnis, prominent, 
credible people in this town who have dealt with these issues. 

Brookings believes it is very important. They helped us craft the 
bill. The Heritage Foundation’s Stewart Butler helped us craft the 
bill. David Walker supports the bill. You are the quarterback. You 
are the key person. It is very difficult without you in, and the ad- 
ministration — I am not going to put you on the spot on this — I 
want to move on to another issue, but the administration is never 
reluctant to come up here and ask Members on both sides of the 
aisle, when they are looking for a vote on a free trade agreement, 
they had people down here over and over. They took people to Co- 
lombia. They are never reluctant to come up here when it is an 
issue with regard to Afghanistan or Iraq, and they ought not be re- 
luctant to come up here on an issue that everyone knows about. 

I just would end my question with this. I find this to be so pow- 
erful. If you recall, slavery was running rampant in Great Britain. 
The slave trade was an important part of their economy. No one 
in Parliament wanted to deal with that, and for Wilberforce to say 
to them, “Having heard all of this, you may choose to look the other 
way, but you can never again say you did not know.” Mr. Sec- 
retary, history will never allow you to say you did not know. With 
that, I yield back. 

Secretary Paulson. I can just say to the Congressman, I appre- 
ciate your point of view. I will have no trouble looking in the mir- 
ror because of how much time I spent on this, and it was not just 
a matter of speaking out, and there are a lot of other congressional 
leaders that know how much time I spent on it, and a lot of people 
who think I spent too much time on it. 

So I appreciate your leadership, and I am going to respect you 
forever for the amount of time, and I am hopeful that you will get 
something done, and I thank you for your comments. 

Ms. Lowey. Ms. McCollum. 

Ms. McCollum. Thank you. Madam Chair. Secretary Paulson, I 
would like to thank you for joining us this afternoon. First, I want 
you to know I support the administration’s request for the IDA-15 
replenishment. My support is based on IDA’s mission, its success, 
and because of its very impressive leadership with President 
Zoelleck at the World Bank. President Zoelleck is to be commended 
for picking up the pieces at the World Bank during a difficult time 
and leading the institution forward with a very successful IDA re- 
plenishment effort. 
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IDA, by definition, is a commitment to providing aid to meet de- 
velopment needs in the world’s poorest countries and help their 
people. The countries eligible for IDA are based on per capita in- 
come of less than $1,065. These investments are going to serve the 
needs of the poorest people of the world. 

Because of the per capita income eligibility requirements, there 
are 34 countries which are former IDA recipients, such as Bot- 
swana, Egypt, and Turkey, all of which have graduated to middle- 
income status. This is clearly a mark of success. 

I have a copy of a very interesting article, Madam Chair, I would 
like to submit for the record, which is in the Journal of Economics 
Perspective, entitled “Where Does the Money Go? Best and Worst 
Practices in Foreign Aid” by William Easterly. This article details 
the research and evaluates more than 30 bilateral and multilateral 
foreign assistance entities and ranks them based on criteria for 
best practices for aid organizations. In this research, IDA ranks as 
number one among all other international organizations. By com- 
parison, the U.S. ranks sixteenth, just beneath Italy. 

[Information appears on page to ] 

I believe IDA is a good investment by this Subcommittee, and it 
deserves to have our full efforts. 

Secretary Paulson, I do have a question for you. I understand 
that the U.S. is currently in arrears in IDA, and I would like to 
know how much, and I would also like to know, Secretary Paulson, 
is there a plan and a timeline to eliminate our arrears in IDA? 

I have one other question that goes to something you touched on 
in your testimony, which is the technical expertise that the Treas- 
ury can offer. The work that you are doing makes a lot of sense. 
Strengthening the capacity of bureaucracies and institutions within 
developing countries to address financial issues, tax policies, finan- 
cial services, and enforcement is critical to long-term good govern- 
ance. 

I would like to raise the possibility of expanding the scope of this 
work. I see the role of parliamentarians to be vital in participating 
in the development equation, and building their capacity to under- 
stand and evaluate budget policy, foreign assistance financing, and 
other financial issues critical in establishing good governance for 
countries receiving aid. 

I have heard from World Bank officials, for example, that the 
lack of parliamentary capacity with regard to finance issues can ac- 
tually inhibit parliamentary consent, as well as oversight of devel- 
opment interest. Can you envision extending your technical assist- 
ance at Treasury in training parliamentarians and parliamentary 
staff in developing countries? Thank you for being here. 

Secretary Paulson. First of all, several things. Thank you for 
your support on IDA because we believe very clearly that that is 
a good place to put money and, clearly, Bob Zoelleck does. That is 
number one. 

In terms of the arrears, I am going to get to your question, but, 
more broadly, we are $872 million in arrears when we look at all 
of the multilateral development banks. About half of that is to the 
World Bank, and, in IDA, we are $380 million in arrears. So when 
you look at our request this year, we only requested $42 million be- 
cause we have been making the request, and it has not been com- 
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ing through. We only requested $42 million, and that is for IDA. 
That is what it takes to make some payments that absolutely need 
to get done. 

Now, to technical assistance, I wanted to say something, and the 
Chairwoman, Congresswoman, had made a point early on when 
she said that she was concerned that our technical assistance may 
not be coordinated as well as it should with other technical assist- 
ance. 

What I have seen is fascinating because, as I go around the 
world in Latin America and Asia, I have seen that, the caliber of 
people we can hire with financial expertise that want to come and 
work at Treasury, is extraordinarily valuable, and there is a huge 
demand for their services because as these countries are wanting 
to, and showing, that they do not just have to be the subject of 
grants, that they can attract investment. What Treasury is able to 
do for them, in terms of putting together programs to attract in- 
vestment, small investment, infrastructure financing, or help them 
tap, which Treasury did for the first time with an African country, 
the euro bond market, is really extraordinarily valuable. 

So long after I am gone, I hope someone will look at how the re- 
sources are spent because the $29 million for Treasury and OTA, 
relative to the millions and millions in other forms of aid, (and I 
am not saying this on a parochial basis) in terms of value for the 
buck, we should have multiples of what we have, and if something 
else should be cut, then it should be cut. I really believe that. 

I do believe there is room also to train parliamentarians and oth- 
ers about economic issues because I am seeing a wonderful thing 
is happening in Africa and in Latin America. Countries are seeing 
that they can take their financial destiny in their own hands, that 
they can develop capital markets, that they can attract investment, 
that they can create jobs, and it is not all about grants. I will tell 
you that the people that we have at Treasury and what they are 
able to offer is extraordinary, and I get back from Africa, and I am 
getting together the West African finance ministers or the East Af- 
rican finance ministers — two different meetings — and I have got 
one member of their technical assistance department there, and 
they are all fighting over who is going to spend the time with him 
or where he is going to spend the time. 

So, again, I do not think you are going to be able to have the 
same program if they are all mushed together as part of some 
State Department program, and I do not think you will hire the 
same quality people, and I do not think they will have the exper- 
tise that they would have at Treasury. So that is why we worked 
as hard as we did to increase the budget there from a low level to 
a paltry $29 million. 

Ms. Lowey. Thank you very much, and I assume Treasury co- 
ordinates with USAID so that the agencies are working together. 

Secretary Paulson. Yes, we do. We are one big happy family, 
and we coordinate, and we work together, and everything I have 
said to you, I have said to Secretary Rice, and she is all for our 
program, and very supportive of it, and we work together. But I 
still think we should have more people doing the things that Treas- 
ury does because I do believe in markets, and I also believe in cli- 
ents. 
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I think, when you ask what these countries want, they want help 
attracting investment. They like microfinance. They want invest- 
ment for small businesses. They want investment for infrastruc- 
ture. They want help training government officials. I have to tell 
people all of the time, they want help with taxes. How do you put 
together a tax system that works? How do you do that? I have to 
tell people all of the time, we would like to help you, but these are 
all the resources we have. 

Ms. Lowey. To be continued. Mr. Kirk. 

Mr. Kirk. Thank you, Mr. Chairwoman. I would just say I would 
strongly support what you said. I share the Chair’s concern that 
there is too much foreign aid going through DoD, but this Treasury 
technical assistance is outstanding and, I think, should remain at 
Treasury. 

I also want to compliment the Chair, good work on the IDB be- 
cause I am concerned about the losses there as well. 

Just a couple of quick things. I hope, as part of the SAID, which 
you are going to leave with China coming up, that you formally in- 
vite representatives of the McCain, Obama, and Clinton campaigns 
to begin to show the continuity with China. I would just put in that 
word. 

We have not talked about the large IMF gold sale that may be 
underway. Obviously, that has some concerns to the U.S. Congress. 

But I want to focus on Iran. The World Bank has sent a $49 mil- 
lion check to the Islamic Republic of Iran in Fiscal Year 2005, a 
$106 million check to the Islamic Republic of Iran in Fiscal Year 
2006, a $220 million check to the Islamic Republic of Iran in Fiscal 
Year 2007, and, to date, has spent $189 million on Iran. That is 
about $618 million going directly to the Finance Ministry of Presi- 
dent Ahmadinejad, and then is planning on sending him another 
$699 million. 

Since we own about 20 percent of the World Bank, that is $240 
million of U.S. taxpayers going directly to the Finance Ministry of 
the Islamic Republic of Iran. Now, this supposedly supports some 
projects, but, as you well know, the money is not paid to support 
the projects; the money is paid to the finance minister of Iran. One 
of the things we have seen is this sort of tragic comedy with the 
World Bank trying to pay Iran. Originally, the World Bank paid 
through Bank Melli, but then you designated Bank Melli as a 
bankroller of proliferation and global terrorism, which then held up 
$5 million of U.S. taxpayer money, bank money, which was caught 
in that. 

The Bank’s Web site says that the projects supported are for 
sewerage (their word), sanitation, and water, but United Nations 
Security Council Resolutions 1737 and 1803 blacklist several enti- 
ties involved in Iran’s nuclear and ballistic missile program, includ- 
ing the Fahrs Trash Company and the Kalla Electric Company, 
which may be directly involved in the sewage, sanitation, and 
water projects supported by the World Bank. 

Now, my office asked if we could see who was being funded by 
the World Bank-directed projects to review the prohibited entities 
under the United Nations Security Council resolution, and we were 
told to call the U.S. executive director of the World Bank. When we 
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talked to the U.S. executive director of the World Bank, he said, 
“We have no access to that information, no transparency.” 

So here is my question. If the Bank is operating in places and 
sectors of Iran which we know are sanctioned by the United Na- 
tions Security Council resolution, how do we know that we are not 
funding, directly funding, United Nations-sanctioned entities, in 
violation of 1737 and 1803? Would you ask Secretary Rice and Am- 
bassador Khalilzad to open this transparency up? I am worried 
that we are headed into a lack of transparency that reminds me 
of the United Nations Oil-for-Food program, where we are directly 
funding entities sanctioned by the United Nations Security Council. 
I am wondering, really, does the president of the United States 
know that three blocks from his office we just cut a check for 189 
million bucks to the Islamic Republic of Iran? 

Secretary Paulson. First of all, Congressman, I very much re- 
spect your work on Iran. If we had time, I would love to tell you 
all of the things that I have done, and what we have done at Treas- 
ury here because I think we have broken some new ground, and 
Stewart Levy and the team are doing some things that make a dif- 
ference. 

Now, again, when you look at the 

Mr. Kirk. Let me just interrupt you a second. Stewart is doing 
an outstanding job of shutting down financing in Iran, and his 
work is being directly undercut by the money sent to Iran by the 
World Bank. 

Secretary Paulson. To get to this, the last vote on a program to 
send money to Iran for humanitarian purposes came a couple of 
years before I arrived at Treasury. Treasury opposed that. I can do 
a lot of things, but one thing I cannot do is change World Bank law 
and United Nations law. So I followed, with support and interest, 
your questions. I read with interest Bob Zoellick’s letter to you, 
signed off on by the general counsel of the United Nations and by 
the general counsel of the World Bank, saying that they have fol- 
lowed scrupulously the letter of the law. So I appreciate your ques- 
tion. 

I talk with the president frequently about Iran. The last time I 
talked with him was earlier this week about it, and I appreciate 
your frustration, but I do not run the World Bank. We are, as you 
point out, an important shareholder. We have a very strong leader 
there, and Bob Zoellick needs to operate under the laws and the 
rules he has inherited. There is a governance system, and he has 
had his general counsel look at it very carefully. They have looked 
at the United Nations resolution carefully. The general counsel has 
looked at that carefully. 

I am going to tell you, I am going to continue to be vigilant, and 
if I see a chance to have any breakthroughs on Iran before I leave, 
I would love to do it. 

Mr. Kirk. Let me just conclude by agreeing with my colleague 
from Minnesota, Betty McCollum. She points out that we are, 
roughly, seven to $800 million behind in IDA. Would it not be great 
to transfer the $700 million from the IBRD pending for the Islamic 
Republic of Iran to IDA so that we are helping the poorest of the 
poor countries and not helping Iran? Thank you, Madam Chair- 
man. 
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Secretary Paulson. I would like to not even stop there. Thank 
you. 

Ms. Lowey. Mr. Israel. 

Mr. Israel. Thank you, Madam Chair. Mr. Secretary, two ques- 
tions. 

I am intrigued by the International Clean Technology Fund. I, in 
fact, have been proposing a Global Green Fund for the past several 
years. I would ask you to elaborate on exactly what it is doing, and, 
specifically, will the funding be targeted to microenterprises, 
macrofinancing, mid-level businesses? 

Secretary Paulson. Let me talk about this because you are ask- 
ing me to talk about my favorite topic. 

Mr. Israel. Mine, too. 

Secretary Paulson. I have spent an enormous amount of time 
since coming here looking at climate and the environment, and 
when you look at it, you need to look at the science, which is over- 
whelming; you need to look at the economics; and you need to look 
at the political equation. They are all at different places, but the 
thing that is just as apparent to me as anything is, no matter what 
we do, we are not going to solve this problem unless there are 
major technology breakthroughs and adoption of clean technologies 
around the world. 

A ton of carbon in the air from China is every bit as harmful as 
one from the U.S. or Europe, and you look at all of the projections, 
80 percent of the emission increases will come from developing 
countries. So this is hugely important. There is nothing else like 
this fund. This would be consistent and compatible with everything 
else. We have vetted it with what the G.E.F. is doing, what the 
United Nations is doing, but what this fund is, this fund would 
be — we already have the Japanese and the British interested. We 
have got a host of other developed countries and some developing 
countries interested, and what this fund would do, it has three big 
objectives. 

The first one is to finance the differential between the tech- 
nologies that are being used in the developing countries and the 
cleanest technologies that are available. Let me step back and say, 
a lot of times the developing countries will say to us, “Well, you 
polluted in your development phase,” and I will push back, and I 
will say, “Yes, but there are a lot of technologies that are available 
today that were not available when we polluted, and you need to 
eliminate tariffs.” It is economically wrong, and it is morally wrong, 
to not use the cleanest technologies and charge tariffs on our tech- 
nologies. We need to get these cleaner technologies used, and this 
gets right at that. 

The second thing is, government is never going to be able to pay 
for all of this, when you look at it economically, so we need to find 
a way to leverage the private sector and get the private sector in- 
volved, and we need a way to encourage these countries to put for- 
ward policies that are environmentally responsible and have a path 
to cleaner technologies. 

So this fund is aimed at all of those, and, frankly, in terms of 
some of the details that you have asked, the questions about micro- 
technology and what sectors and so on, those details have not been 
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hashed out, and this would be things that I would look forward to 
working with the Committee on as we move forward here. 

I think there is a significant role for this Committee. But what 
we have done, and what we have been clear on, is that this would 
be purely related to clean technologies in the developing world, and 
the governance would be the donors, and it would be housed at the 
World Bank because they have a lot of experience in doing that. 
Then, within that framework, I think there is some flexibility here. 

Mr. Israel. I would appreciate an opportunity to meet with some 
of the folks on your team to delve into this. There is nothing more 
important to me than this issue, and, in addition to being on this 
Subcommittee, I also serve on the Energy and Water Sub- 
committee. I am not sure what kinds of consultations you have had 
with Secretary Bodman. They have their own international pro- 
gram. So it is very important that we get together, and I learn 
more about this. 

Secretary Paulson. We look forward to it. We have consulted 
broadly. This is consistent with everything we are doing in this 
country, and as we have gone around the world, although people 
have put money into a lot of other worthwhile things — there is a 
whole series of things that they have put money in, but, in my 
judgment, nothing else — all of that is worthwhile — nothing else is 
targeted directly because if this problem is not solved over the next 
30 years, nothing else is going to really make much difference. 

This is targeted there, it is consistent with that, and I think 
there is room. There is nothing I would like more, in the time I 
have got left, than to have our people work with this Committee 
to figure out a path forward here. 

Mr. Israel. I did have another question. My time has expired. 
I am going to send you a letter asking you to give me and my col- 
leagues an assessment of the Saudi Financial Intelligence Unit. 
Under Secretary Levy has expressed some concerns about some of 
the stovepiping and Saudi behavior. We do not have time now, but 
I would like to follow up with you on that, Mr. Secretary. 

Secretary Paulson. We will respond. 

Ms. Lowey. Thank you. Mr. Knollenberg. 

Mr. Knollenberg. Thank you, Madam Chairman. I appreciate, 
Mr. Secretary, your being here this afternoon. 

Just very quickly, I have a question relating to a report. In last 
year’s omnibus spending bill, there was a provision included direct- 
ing the Department of the Treasury to report to Congress on cur- 
rency manipulation of International Monetary Fund member coun- 
tries. I believe, by law, this report is due on April 24th. Can you 
just update me on the status of that report? 

Secretary Paulson. We are working to finish that report up 
soon. Usually when people ask about that, they are asking about 
China and currency because, although it is broad, and it is not 
aimed at that, they are usually asking about China. I would say, 
with China, we would still like to see them do more, but the pace 
of change has accelerated. The RENMINBI (RMB) dollar broke 
below seven for the first time today. It has moved about 18 percent 
since July. In the last quarter, it has been appreciating at about 
a 16-percent pace on an annualized basis. I think they are increas- 
ingly seeing we and the IMF and others are talking to them contin- 
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ually about this, but I think they are also seeing that as they are 
struggling with some of the issues that they have, like inflation 
and 

Mr. Knollenberg. I would rather wait for your report. If you 
say it is on the way, that is good enough for me for now. 

Secretary Paulson. When I say “on the way,” I do not mean “in 
the mail,” but you will be getting it in a matter of weeks. 

Mr. Knollenberg. Okay. Very good. Let me go to another point 
real quickly. I am a strong supporter of microfinance — they used to 
call it “microcredit” — and its effect on local economies around the 
world. More and more people around the world depend on these 
loans to get their business started. In regions and individual coun- 
tries, the effect of microfinance programs, however, is different. I 
learned the other day that it is a little different in Iraq than it is 
in some of the other countries. 

Is it possible that while the program works well in a country like 
Somalia, at the lower level, could we change that to a larger num- 
ber, from, say, $500 to $3,000 or thereabouts, because I have been 
told, from consultation with a variety of people, that Iraq requires 
more money than, say, some of these other countries? So would it 
not be beneficial if we were to raise it to a new bracket, a new 
level, in some of those other countries so that they, too, could expe- 
rience maybe not microfinance but something a little above that 
level? 

Secretary Paulson. I would say this, that in my career and in 
my not-for-profit career before coming to Treasury, I had an oppor- 
tunity to really witness the huge benefits coming from micro- 
finance. And I think as a general principle, you are right, it needs 
to be different, in different areas. 

At Treasury, what we have tended to focus on is something tak- 
ing it up to another level still, but still very small businesses. And 
so, we have developed and rolled out programs, working with the 
multilateral development banks and working with OPEC in Latin 
America and in Africa, and where we are seeing really impressive 
results. So, again, you can take this all the way up the income 
scale and small businesses are very powerful. And, of course, 
microfinance is really small businesses and I think they are going 
to have to be scaled different and adapted differently, depending on 
where in the world you are rolling it out. 

Mr. Knollenberg. Some of the opportunities that are available 
to first, small business, let us say, I am not talking about the 
microcredit, I am talking about something above that, because, as 
I said, we have been told pretty strongly that you cannot work on 
microcredit alone into the Iraq situation. It has got to be above 
that. I do not know how much information there is out there, how 
much availability there is for money for, say, small businesses or 
for entrepreneurs, but we have had conversations with Adminis- 
trator Coor and others on this subject and Iraq does, I think, need 
something well beyond the microcredit level. I understand there 
has to be standards required of whatever monies are placed into 
the small business possibilities in Iraq. But, it would seem to me 
that that is something that we should be looking at very closely 
and it would improve the situation, because, right now, I do not 
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think we are getting the bang for the buck, because of the opportu- 
nities that are missed. 

Secretary Paulson. Yes. What we have is we have a relatively 
few number of key people in Iraq right now dealing with the tariff 
sale, dealing with tariff financing, and then we have technical advi- 
sors working on budget execution, working with the central bank, 
working on monetary policy, and so on. We have a request that is 
part of the Defense supplemental for 12 additional people. It is not 
in Treasury’s budget, but it is part of that budget, where they 
would be the kinds of people you would need there to work on some 
of these other programs you are referring to. 

Mr. Knollenberg. Thank you, very much. I appreciate your re- 
sponse. 

Ms. Lowey. Mr. Jackson. 

Mr. Jackson. Thank you, Madam Secretary, and Mr. Secretary, 
thank you, very much. Thank you, Madam Chairman, and thank 
you Mr. Secretary for your service to the country and for your testi- 
mony. 

Mr. Secretary, I want to focus a couple of my questions on the 
idea of debt relief. In 1999, I introduced a bill, the Hope for Africa 
Act, human rights opportunity partnership and empowerment. One 
of the tenants of that bill was full debt relief for all Sub-Saharan 
African countries. Secretary Paulson, I know you understand the 
detrimental role that debt payments have on many poor countries. 
Nobody benefits from these payments. Many of these debt pay- 
ments were not incurred by the current governments saddled with 
them and these debts just proportionately affect the poor people in 
these countries by preventing the governments from providing 
basic services, like education and healthcare. 

I am concerned that not enough has been done to evaluate these 
debt relief resources. It has been three years since the Gleneagles 
G8 debt relief agreement. I am wondering what impact has this 
debt relief had on development outcomes in recipient countries and 
also how does the United States propose to continue funding our 
commitments to compensate the World Bank dollar for dollar for 
any lost income due to higher levels of debt relief? 

And, secondly, last week, our good friend Congresswoman Max- 
ine Waters passed out of the financial services committee H.R. 
2634, the Jubilee Act for Responsible Lending and Expanded Debt 
Cancellation of 2007. Does Treasury support this bill and its goal 
of increasing multilateral debt relief? 

Secretary Paulson. Right. Okay. First of all, Congressman, 
thank you for my home town and thank you for your question. And 
I think you’re right on that debt relief has been critical. I think you 
know how aggressive President Bush has been for his aid to Africa 
and in debt relief. I have spent a fair amount of time, as our team 
at Treasury has, working through the debt relief for Liberia and a 
big part of what we are doing with IDA and with the big request 
in increase, and I just want to just point out to everybody on this 
committee that Treasury’s overall budget went up a little bit and 
the big increase we were proposing for this part of the budget, 
which does not translate into a lot for Treasury overall, is emblem- 
atic of the importance we place on these programs. And so, look at 
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IDA, look at African Development Bank, look at what we have done 
for Liberia. 

And then to get to your arrears, it is not as positive a story. We 
put forward — I am just hoping we get this — we tried a different ap- 
proach this year. Last year, we put in a much bigger request. None 
of it got through Congress. This year, we put through what we just 
absolutely need, the $42 million for the World Bank to deal with 
IDA. 

Now, in terms of Jubilee, I am sure that is a good program. This 
is not something we are pressing, because we think — we see — when 
we are over $800 million in arrears for the debt relief for the coun- 
tries that need it the most and the really low-income countries and 
we are way behind on that. We have not got behind the effort, the 
broader effort, which is I am sure very well intended and would be 
beneficial for the Jubilee Program. It is just a matter of priorities 
and funding what it is we have already done and got on the table. 
But, I appreciate your leadership in this area. 

Mr. Jackson. With respect to Liberia for the few moments that 
I have left, can you lay out for us, from your perspective, what 
Treasury’s plan is for Liberia? The Chairwoman led a delegation of 
members of this committee to Liberia recently and we looked close- 
ly at some of the structural problems on the ground in that country 
and, clearly, Ellen Johnson Sirleaf is in need of the assistance. 

Secretary Paulson. She is a hero. And there is a lot — first of all, 
you know what we did in terms of the debt relief and she is — and 
I will tell you, she is very grateful for that help with the African 
Development Bank, IMF, the World Bank. And what I would like 
to do, since you are so interested in this, I will send a team up to 
meet with you and just really take you through all the things, be- 
cause this program is really multifaceted and a lot of it is focused 
on capacity building, because this is a country — this woman is a 
true hero. She has come into a very difficult situation and she 
needs help on all fronts. And Treasury is much more focused on 
some of the economic capacity building and helping put together a 
tax system and those kinds of things. But, there is really quite a 
broad effort. 

Ms. Lowey. Mr. Crenshaw. 

Mr. Crenshaw. Thank you, Madam Chairwoman, and thank 
you, Mr. Secretary. We talked a little about the frustration with 
the World Bank, especially in light of the fact that the U.N. Secu- 
rity Council has now passed another round of sanctions. But be 
that as it may, I want to commend you and the administration on 
some of the things you have done dealing with some of the state- 
owned Iranian banks, because I think that it has helped other 
banks, major banks, to have a willingness to deal with them. But, 
there are a lot of smaller banks, as you know, that still tend to deal 
with those big Iranian state-owned banks. And I wonder are we 
doing enough? Are we as aggressive as we ought to be? Because, 
I think in the big picture, it is working. But, when you have a 
handful of smaller banks that are still violating the law, it seems 
like maybe we should be more aggressive with them and get them 
on the right side. 

Secretary Paulson. Well, I would say this, I think what we did 
differently, from the time I came down here, was, in addition to 
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working — and I really do believe sanctions are much, much more 
effective — I have watched it — if they are multilateral, okay. And if 
they are based on good concrete evidence and you can do something 
on a multilateral basis. 

But one of the things we did was we reached out, rather than 
just going through the governments, we went to the heads of com- 
mercial banks all over the world, recognizing these are run by good 
people, that they do not want to be doing, funding terrorism, fund- 
ing weapons acquisitions inadvertently, and there were a lot of 
tricks that were being used and the lack of transparency in u-turn 
transactions. So, we spent a fair amount of time and it has made 
a big difference. And I do not think it is as much the big bank 
versus the small bank, as it is by country. But one of the things 
that I found is that countries, banks care what the U.S. Treasury 
thinks about them. And we have worked very hard with European 
banks. I have spent time with China and the big banks in China. 
We have got more work to do with certain banks in the Middle 
East and Secretary Levy just got back from a very productive trip 
there. I think the way — all evidence is, it is making a difference. 
But this, like anything else, is not a knockout punch. But, these 
are measures that clearly have an effect and really need to be con- 
tinued. 

Mr. Jackson. That is encouraging. You mentioned sanctions 
when the multilateral, obviously, are more effective than unilat- 
eral. Let me ask you this, in light of that, this new security council 
resolution, even though some people argued it got watered down a 
little bit to please China and Russia, but I am wondering, is this 
kind of maybe the beginning for some of our European allies to be 
more involved? 

Secretary PAULSON. Our European allies have been helpful in 
this and a number of things. This has not been as forceful as we 
would have liked, but it clearly does call for vigilance. And I think 
now there is room to follow-up coming out of the EU with some- 
thing that would be, again, multilateral. 

Mr. Jackson. Are we having conversations with them about 

Secretary Paulson. We are having nonstop conversations, and 
that will be something that we will talk about this weekend. It is 
something whenever I have another finance minister or anyone at 
any level from any of these governments come and sit down, I have 
Stewart Levy there. We go through this and we want their coopera- 
tion, first, with the U.N., and if it — we do not get everything we 
want there, then let us do it at the EU level, do it at the FATF. 
You know, it is been very — there has been some things done that 
have not got a lot of publicity, but, believe me, the Iranians have 
noticed it. 

Mr. Jackson. By the way, my time has run out, but any chance 
ever getting China to kind of step up? 

Secretary Paulson. Well, I would say this — we would like China, 
as well as others to do more. China has been supportive of a num- 
ber of the resolutions and as far as I can see, there are major 
banks and they are very sensitive to this, have respect of those res- 
olutions. We spend time reminding them of the importance of that. 
And so, again, there is — and what you saw happen at the Financial 
Action Task Force, which, again, cited, it is a multilateral effort, 
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which cited Iran and their financial system. So, this is having an 
impact and it will continue to have an impact. 

Mr. Jackson. Thank you, sir. 

Secretary Paulson. This is something where you cannot look for 
a knockout punch, but we need to continue it and I just hope we 
continue it long after I am gone, unless and until they change their 
behavior, which hopefully will not take until long after I am gone. 

Ms. Lowey. Ms. Lee. 

Ms. Lee. Thank you, Madam Chair. Good afternoon, Secretary. 
Good to see you. Thank you for your testimony. Let me just say, 
first, I know this is not the subject of today’s hearing, but I am 
glad to see that the administration is finally beginning to recognize 
that there is a housing crisis and that we cannot bail out only lend- 
ers and builders and forget the plight of individual homeowners. I 
do not believe the administration’s plan goes far enough, but I hope 
that you will work with Congress to make sure that homeowners 
get some relief. 

Secretary Paulson. Congresswoman, thank you. I do not need to 
sound defensive, but I have to tell you that I, personally, and the 
President and this administration has been all over this issue from 
early this summer, looking to take actions that can be taken, with 
the help of Congress, and looking to take actions that can be done 
without legislation, when it has been supported by Congress. And 
there is a lot that we are taking without legislation and I am look- 
ing forward to some of the things that are being worked on, actu- 
ally becoming law, including FHA modernization, which I have 
been waiting six months for from Congress, which will help. So, we 
are all over it. It is an issue and it is a significant issue and I care 
a lot about it and the administration does and Congress does and 
we can keep working on it. 

Ms. Lee. Thank you. I think this is millions — where we have to 
work together, millions of homeowners. 

Secretary Paulson. Right. 

Ms. Lee. This American dream of home ownership really is turn- 
ing into a nightmare for millions of Americans. 

Let me ask you a couple of questions, one as it relates to Darfur. 
First, I am very pleased that the Congress passed and the Presi- 
dent signed the Sudan Accountability and Investment Act into law. 
I think the President signed it last December, very quietly. It was 
after — during the holidays, I think. But, it was really shocking to 
me that he issued a signing statement. And I just want to read you 
what the signing statement says, because we held a hearing, the 
House Financial Services Committee held a hearing, asked the ad- 
ministration to come. No one from the administration was willing 
to come and stand behind this President’s signing statement. His 
signing statement said, let me read it to you, “this Act purports to 
authorize state and local governments to divest from companies 
doing business in main sectors in Sudan and, thus, risk being in- 
terpreted as insulating from federal oversight, state and local di- 
vestment actions that could interfere with the implementation of 
national foreign policy. However, as the Constitution vests the ex- 
clusive authority to conduct foreign relations with the federal gov- 
ernment, the executive branch shall construe and enforce this legis- 
lation in a manner that does not conflict with that authority.” 
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So, I would like for you to clarify the President’s signing state- 
ment for me and I want to know really, have you been instructed 
by the White House not to enforce any of the provisions in this new 
law? Genocide is taking place, as we speak. 

Secretary Paulson. Well, I would just simply say that in terms 
of Treasury — first of all, I believe that this administration has been 
very focused on Darfur for a long time, long before I got here, and 
has made herculean efforts to do something and make a difference. 
And I remember talking to Bob Zoellick, when he was at State De- 
partment, long before I got here, and others, that the Treasury 
has — we have at Treasury cited and sanctioned, working with State 
and with the White House, individuals in the government, close to 
the government, that as promoting terrorism, illicit finance, and 
have been all over that. 

Ms. Lee. I understand. 

Secretary Paulson. And I think it makes a significant difference. 

Ms. Lee. But, that is why I am surprised, though, that the sign- 
ing statement was issued by the President, in essence, under- 
mining the law that we all worked on together. 

Secretary Paulson. Well, I will — that is definitely not my inter- 
pretation of that, but I would be very happy to pass your comments 
on and having someone come up and brief you on that. 

Ms. Lee. Thank you, very much. And my second question has to 
do with OFAC and Cuba. GAO recently conducted a study and 
found that 61 percent of OFAC’s enforcement was spent on Cuba 
sanctions. Now, I am going to ask you, do travelers to Cuba pose 
a terrorist threat to the United States? Why are we wasting so 
much money enforcing sanctions against people who travel back 
and forth to Cuba? 

Secretary Paulson. No. And what you need to understand is 
most of the energy and initiative from OFAC is aimed at other 
areas. What you are looking at is a group of people that enforce the 
law and do the licensing for travel. And I do not have — I was com- 
ing here to talk about other topics, so I am directionally going to 
be right and if I am not totally right, then someone will correct it 
for the record. But, I believe that the unit at OFAC that deals with 
licenses for travel to Cuba processes upwards of 50,000 a year. So, 
what you are seeing with that group is most of just processing li- 
censes. And everything that I have seen, and I think what you see, 
is people coming in complaining if there is a particular problem. 
But, everything I have seen is that the numbers have increased 
and that process has been going smoothly. And so what they are 
doing is not focusing on terrorism. OFAC has got other initiatives, 
but this is just simply largely licensing and the administrative 
process for travel to Cuba and enforcing the law there. 

Ms. Lee. Well, if we have another go round, Madam Chair, I 
would like to follow-up with that. 

Ms. Lowey. Mr. Rothman. 

Mr. Rothman. Thank you, Madame Chairman. 

Mr. Secretary, thank you for being here. Thank you for your 
service to our country. 

Secretary Paulson. Thank you. 

Mr. Rothman. I wanted to ask you first about Iran’s central 
bank, Bank Markazi. I know the administration and others in the 
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world community have imposed sanctions on transactions involving 
Iranian banks and they have been somewhat successful with some 
small and large banks in Iran. But we are told in particular by the 
Financial Crimes Enforcement Network, among others, and the 
State Department, that Iran is still able to use its central bank, 
Bank Markazi, to funnel international money into Iran for various 
development purposes that have been prohibited or sanctioned by 
the US and the international community. 

What more can the U.S. do? What is the U.S. doing with regards 
to Iran’s central bank? And specifically, why has the bank not been 
designated pursuant to Executive Order 13224 or 13382? 

Secretary Paulson. First off, thank you for that question. I think 
I first highlighted this issue in a speech I made at the Council on 
Foreign Relations in New York in June where I talked about multi- 
lateral sanctions and sanctions based upon strong evidence, and 
when we had strong intelligence and being able to take actions. At 
that time I put a big spotlight on Markazi and the work they had 
done when Sepah and a number of the other banks had had prob- 
lems. 

I think on that, I do not think it is appropriate for me to com- 
ment on any actions we have not yet taken, other than to say we 
are reviewing these carefully all the time. When we believe it 
makes sense and when we have the right basis and it is the right 
time, we will take the appropriate action. We have been watching 
the central bank closely and we have been talking about it publicly. 

Mr. Rothman. That is a tantalizing answer implying that either 
the allegations of the actions of the central bank are not worth our 
attention or that our strategy has not matured enough to be exe- 
cuted. 

Secretary Paulson. If I thought it was not worth our attention 
I would not have spoken about it. 

Mr. Rothman. So is it the latter, that our strategy is not mature 
enough yet to be executed? 

Secretary Paulson. I am not going to say it is not mature 
enough. I do not think I should be commenting on our intelligence 
strategy in a public hearing 

Mr. Rothman. That is a different answer and I respect that. 

Secretary Paulson [continuing]. Real time. 

Mr. Rothman. Fair enough. 

Secretary Paulson. But this is something that, we are focused 
on Iran and we are well aware of Markazi. 

Mr. Rothman. Fair enough. So perhaps in a closed setting there 
might be a different answer. 

Secretary Paulson. Perhaps. But clearly this is 

Mr. Rothman. It has not escaped your attention. 

Secretary Paulson. It has not escaped our attention. 

Mr. Rothman. Fair enough. 

Secretary Paulson. I will send you a copy of my remarks. 

We are intensely focused on Iran and their financial sector and 
you cannot do that without focusing on their central bank and its 
actions. 

Mr. Rothman. I have another question on Saudi Arabia. As you 
know, cooperation from Arab and Muslim countries is crucial in the 
global fight against terror financing. Have regulations been put in 
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place to ensure that Saudi international charities are not funding 
terrorism? And what can you tell the committee about Saudi fund- 
ing of Hamas? 

Secretary Paulson. This is a complicated and important topic. 
Again, this is one that I am sure Stewart Levy would come up and 
in a closed session talk to you about this, but let me say in open 
session that there have been big strides made in the way in which 
Saudis have cooperated with U.S. intelligence in dealing with ter- 
rorist finance. Okay? So there has been major progress, close co- 
operation, they are a close ally. There is clearly 

Mr. Rothman. Is it fair, Mr. Secretary, to say that 

Secretary Paulson. Let me just finish. 

Mr. Rothman [continuing]. It continues to be, will continue to be 
during your stewardship a serious, continuous focus on Saudi Ara- 
bia — 

Secretary Paulson. Yes, and 

Mr. Rothman [continuing]. And the funding of terrorism? 

Secretary Paulson. Yes, but there is room, as you said, there is 
room for improvement in certain areas, and in terms of Saudi 
funds which leave the country, and so I think dealing with financ- 
ing outside of the country, it is a difficult, it is a complex issue. 
More needs to be done. There is room for a lot of improvement in 
that area. 

Mr. Rothman. And you are working to make those improve- 
ments? 

Secretary Paulson. We are continually working to make those 
improvements. 

Mr. Rothman. Thank you, Mr. Secretary. 

Secretary Paulson. But it takes two to make the improvements. 
We cannot unilaterally make the improvements, so we are working. 

Mr. Rothman. Hopefully we have some leverage with them. 

Secretary Paulson. Yes. 

Mr. Rothman. Thank you, Madame Chairman. 

Ms. Lowey. Thank you, Mr. Rothman. 

Mr. Schiff. 

Mr. Schiff. Thank you, Madame Chair. 

I wanted to follow up on my colleagues questions about the Ira- 
nian central bank. I had a chance to ask you about it at one of your 
prior appearances before the subcommittee and I have also raised 
it with your counterpart at Commerce and with the Secretary of 
State. 

It seems that, not just with respect to the central bank but also 
with energy companies that are doing business, Swiss companies 
and others, with Iran, that we probably have the information we 
need to take actions under the Iran Sanctions Act. We have not 
done it. I am sure there are reasons why that is the case. But in 
Congress we are kind of left in the dark about it. We provide a tool 
and it looks like the tool is not being applied, and I think under 
the Iran Sanctions Act the process is to report to Congress about 
a violation and a decision to waive the violation or not pursue it 
for national security or other reasons. But I want to renew the re- 
quest I have made because we have not heard from any depart- 
ment yet about what kind of investigations are ongoing, in the past 
where have those investigations led, why have we decided either 
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not to take action or are we planning to take action when we get 
further information? 

Secretary Paulson. Let me give you, which may not be a totally 
satisfactory answer to you, but the first thing is the sanctions, this 
is not a province of Treasury. This is State Department so this is 
out of my lane. But I am interested in the area and I will just give 
you an answer from 100,000 feet which is consistent with what I 
said to an earlier question. 

I have watched behavior and I believe it is just in general in this 
world, this is not always true, but we will have much more success 
if we do something on a multilateral basis. It will really have an 
impact. 

So if we and when we are working with countries and making 
progress to do something on a multilateral basis, if then the U.S., 
using its extraterritorial reach, goes in and starts sanctioning on 
an ad hoc basis countries, that may actually work to help the re- 
gime we are trying to affect because it may undermine the multi- 
lateral effort. But that should not be taken as an answer to any 
specific why we under any sanctions act we have not sanctioned 
anyone or why, the sanctions program, because this is not some- 
thing that is in the control of Treasury and I think you should get 
someone from the State Department to come up and brief you. 

Mr. Schiff. I agree, and we have asked for that. Both the infor- 
mation and the briefing. None of it has taken place yet. 

The State Department has its tools. You have your tools. It may 
not be under the Iran Sanctions Act, but you have used those tools, 
as I understand it, in dealing with some of the other private banks 
in Iran that were skirting the prohibitions on financing terrorist or- 
ganizations. 

Secretary Paulson. Right. 

Mr. Schiff. So you do have tools in your tool box that have been 
employed with some of those private banks. The question my col- 
league asked, which I am interested in too, is why are we not em- 
ploying those tools with respect to the central bank if they are 
doing the same thing. 

Now I understand there may be reasons and you have alluded 
to some. 

Secretary Paulson. I cannot answer this any differently for you 
than I did for him, so 

Mr. Schiff. What I am trying to express is that 

Secretary PAULSON. You would like to see us use our tool 
and 

Mr. Schiff. More than that. We would like to know when we 
give you tools that either you are using them or you have a good 
reason not to use them, and if you cannot describe in open session 
why you are not using them, then I would ask that you discuss 
with us in closed session what the status of our investigations are, 
what we have concluded, why we have decided that, for example, 
there is a Swiss company that is going to invest in Iran’s energy 
sector. Again, this is out of your bailiwick, but 

Secretary Paulson. We should probably stick to the central bank 
and 

Mr. Schiff. All right, let us stick to the central bank. 
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Secretary PAULSON. And that I will have Stewart Levy or one of 
his people come up and talk to you and tell you what we know 
about that situation. I think in this area when it comes to dealing 
with actions taken against Iranian banks, and I think a very imag- 
inative set of actions in terms of going to all kinds of other banks 
around the world, you will like what you see and you will see a 
level of activity from the Treasury Secretary on down which I think 
has been extraordinary. I think the reason everybody is focused on 
the central bank is because I have talked about it and we have 
talked about it publicly. So we are all over that. 

We will, when we think it is appropriate to do something there, 
we will, and I would be very happy to talk to you, have our people 
talk to you about it privately. 

Mr. Schiff. Thank you very much, Mr. Secretary. 

Thank you, Madame Chair. 

Ms. Lowey. I want to thank you, Mr. Secretary, for your open, 
forthright presentation. I would like to thank our two gentlemen 
here for bringing this very important issue to this hearing. I would 
like to follow up with you in whatever medium is appropriate in 
a closed session because it is frustrating to us that you interact 
with China, you interact with Russia, you interact with the Euro- 
pean states. We understand that a multilateral response is essen- 
tial. We also understand that sanctions where you and the United 
States have taken the lead are not as effective because we do not 
have the cooperation of China, Russia and the European Union. 

So we understand that the Secretary of State and the Depart- 
ment of State may be taking the lead. We also understand that the 
sanctions are not strong enough, and that through your interaction 
you have some tools in your tool box that could be helpful if we 
work as a team. 

Secretary Paulson. I would suggest that it would be quite help- 
ful, and I would have some of our people who do this, come up in 
a closed session to talk about what it is that Treasury does, what 
we have in our tool box, and the things we deal with. And that is 
to a large extent focused on the financial sector, but it is also fo- 
cused on individuals and what we are doing and why we are doing 
it. I think that would be very useful and I think our people would 
very much appreciate that opportunity. 

Ms. Lowey. I would appreciate that. We will arrange it. But I 
want to make it clear, for those of us who have been working on 
this issue for many years, it is very frustrating that we cannot en- 
gage China more aggressively, and we cannot engage Russia and 
the European Union. But I will save this discussion for the closed 
session. 

Secretary Paulson. I would say in terms of China we have been 
very involved with, and I have been very involved personally with 
the financial sector there. And in terms of engaging them. Stewart 
Levy has been very involved. So our focus has been on the financial 
sector on a whole variety of things. So I think they could go with 
you, Stewart could go through with you, or someone country by 
country what we are doing and how it all fits together. 

Ms. Lowey. That is very helpful, and let me thank you, Mr. Sec- 
retary. This has been a really good hearing. So we thank you very 
much. 
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I am going to close this hearing because we are expecting votes 
momentarily, and we will continue this discussion. Thank you. 
Secretary Paulson. Thank you very much. 

Ms. Lowey. Thank you very much. This committee is adjourned. 
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House Appropriations Subcommittee on State, Foreign Operations and Related Programs 
Hearing on the FY09 Budget for the Department of the Treasury’s International Programs 
Questions for the Record submitted by Ranking Member Frank R. Wolf 

May 12,2008 


Question 1 : Sovereign Wealth Funds 

Is it true that the governments of some Middle Eastern and Asian countries are now 
the largest net investors in the US equity and bond market? Should we be worried? 

The press has reported that the Treasury Department is urging the managers of 
these sovereign wealth funds (SWFs) to voluntarily adhere to an IMF code of 
conduct. From press reports I have read, China has flat out refused. Given the 
possibility that these funds could be used for political reasons, what do you propose 
next? 

Answer: 

According to monthly Treasury International Capital (TIC) data, the 12-month total of 
net foreign transactions in long-term securities, i.e., stocks and bonds, was $733.7 billion 
to February 2008. Of this 12-month total, $3 19.7 billion was identified as coming from 
Asia and the Middle East oil exporting countries - this is from official and private 
sources. 

The Treasury Department has not identified any instances where SWFs have been used 
for political reasons. Historically, SWFs have a record of making long term investments 
with the objective of increased returns. In our public statements and in bilateral meetings 
with SWF country officials, Treasury stresses that SWFs should operate on the basis of 
sound investment principles and that investment decisions should be made on purely 
economic grounds. In fact, we recently reached agreement on these principles with two 
of the largest and longest-standing Funds from Asia and the Middle-East - Singapore and 
UAE. 

The Treasury Department proposed and strongly supports the IMF-led sovereign wealth 
fund “best practices” initiative. This initiative will provide guidance to new funds 
seeking to make sound decisions on how to structure themselves, mitigate potential 
systemic risks, and help demonstrate that SWFs can be responsible, constructive 
participants in the international financial system. On April 30, 2008, the IMF facilitated 
the establishment of an International Working Group of Sovereign Wealth Funds (IWG) 
that will prepare by October 2008 a set of principles that properly reflects SWF 
investment practices and objectives. The final IWG product is expected to focus on 
governance, institutional and risk management arrangements, investment policies, and 
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transparency. We have met with China's SWF on many occasions and they are actively 
and constructively participating in the IWG drafting process. 

Question 2: Multilateral Development Banks 

While private international capital flows dwarf the billions of dollars in loans the 
World Bank and the other MDBs lend each year, there are still so many countries in 
dire straights that do not have access to private investment. Can these banks change 
and adapt to today's world to act as more of a catalyst for economic growth and 
political change in these countries? 

Answer: 

The private sector is the main engine for economic growth and poverty reduction, and the 
United States has consistently advocated a priority MDB focus on private sector 
development, both thfough direct financing of private enterprises and policy support to 
create the foundations for private sector growth and job creation. The MDBs can play an 
important role helping countries create environments conducive to increasing and 
sustaining private sector capital flows, particularly in those countries that have limited 
access to capital and need to attract higher levels of private investment, both foreign and 
domestic. 

The MDBs are increasingly focusing both their public and private sector windows toward 
addressing the obstacles to private sector development. The public sector windows 
support programs aimed at improving the environment for private sector investment 
through investments in physical infrastructure and human capital, and policy reforms 
including improving the legal, financial and regulatory systems, increasing transparency 
and accountability in public sector management, and combating corruption. The MDBs’ 
private sector windows seek to provide or facilitate access to financing, including 
harnessing the potential of remittances, and disseminate the technical expertise to 
catalyze productive business activities. 

The concessional windows of the MDBs, which account for essentially all of the FY2009 
Treasury budget request of $ 1 .67 billion for the MDBs, support the world’s poorest 
countries. To help these countries create the conditions that will spur private investment 
and provide the economic growth that is necessary for poverty reduction. Over the last 
few years, the MDBs have increasingly committed a larger share of resources to 
investments related to infrastructure, which is essential to private sector investment, jobs 
and growth. In 2007, the largest share of commitments made by IDA went to sectors 
related to infrastructure (33%) and social services (29%), followed by commitments to 
law, justice and public administration (23%). 

The MDBs’ private-sector windows are also evolving, for instance, toward more local 
currency products so as to broaden and deepen local capital markets. 

Question 3: Update on Section 668: Transparency and Accountability 
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In the fiscal year 2008 enacted bill, the subcommittee [included] a number of 
conditions that would need to be met before 20 percent of funds to the International 
Development Association (IDA) could be disbursed. These conditions were an 
attempt to improve transparency and governance at World Bank. Are these reforms 
working, what is their impact, and are you having support or opposition among 
other donors? In light of the corruption that has surfaced within the World Bank’s 
health programs in India, do you believe that the World Bank is doing enough to 
address fraud and corruption in recipient countries? 

Answer: 

Transparency and accountability continue to be central to the mission of the World Bank 
Group, particularly given its role in fighting corruption and making the Bank accountable 
to those it serves. In fact, the World Bank Group sets high standards of transparency and 
accountability which are supported by other donors and President Zoellick continues to 
push on that US agenda. 

With respect to progress on Section 668 (c)( 1 ) of the FY 2008 funding bill, since the 
presentation of the Volcker Panel report in September 2007, the World Bank has fully 
approved and adopted the Panel’s recommendations and implementation is underway. 

As recommended, an Independent Advisory Board will be established, which will be 
responsible for monitoring implementation of the Volcker Panel recommendations. 

The Bank has taken a number of measures to strengthen and better integrate the 
Department of Institutional Integrity (INT), which plays an integral role in efforts to 
prevent the misuse of Bank funds and to deter fraud and corruption, with operations in 
the Bank. INT staff has doubled in size, supported by a 63% increase in its base budget 
since FY 2004, and has grown in experience over the past six years. Recently, President 
Zoellick appointed a new head of the Bank’s Department of Institutional Integrity (INT), 
Mr. Leonard McCarthy, who is the former head of South Africa’s anti-corruption agency. 
In accordance with the Volcker Panel recommendation, the position carries the rank of 
Vice-President. 

In January 2008, the Bank released in full the INT Detailed Implementation Review 
(DIR) on India health sector projects. The Bank is now implementing the Volcker report 
recommendation on the release of such reports and future DIRs and investigative reports 
will normally be made public as a matter of course. Accordingly, on April 28 the first 
investigative report to be completed following this decision — on the Emergency 
Demobilization and Reintegration Project in the Democratic Republic of the Congo — 
was made available to the public. 

The World Bank will make available on its website the financial disclosure forms of 
senior World Bank personnel, including the President, Managing Directors and Senior 
Vice Presidents. 
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With respect to the audits of internal controls, the World Bank, through its Internal 
Auditing Department (IAD), has an established risk-based process for preparing an 
annual plan, scheduling and conducting regular, independent audits of governance, risk 
management and internal controls for meeting operational, financial reporting and 
compliance objectives. IAD is compiling its first annual report to be reviewed with the 
President and the Board’s Audit Committee, prior to seeking World Bank Board 
clearance for public disclosure. The report will comprise a description of the risk-based 
audit planning process, an overall assessment of the adequacy of governance, risk 
management and internal controls in the World Bank, and the scope and key results of 
audit activities completed during the year. In other words, we believe that the World 
Bank is making tremendous progress and is matching the spirit of the law. We also 
believe that Congress should lift its withholding so that the US can make good on 
delivering debt relief to the poorest countries. 

The conditions outlined in Section 668(c)(2) of the Appropriations bill relating to the 
Bank’s procurement policies and practices have been met. Treasury Assistant Secretary 
Fromer transmitted to Congress on February 28 a letter and report from President 
Zoellick describing the status of the Bank’s work with respect to each of the five 
provisions in the legislation. Subsequently, Bank management submitted a revised 
methodology and plan for piloting the use of country procurement systems to the World 
Bank Board of Executive Directors. The two-year piloting proposal was approved by the 
Executive Directors on April 24, 2008. The World Bank’s fraud and corruption 
definitions of the Procurement and Consultants Guidelines as well as the World Bank’s 
Anti-Corruption Guidelines will fully apply to the pilot projects. 

Question 4: Technical Assistance 

In the past, Treasury's Office of Technical Assistance relied on an appropriation 
from this subcommittee, supplemented by significant transfers from USAID, from 
funding for Eastern Europe and the Former Soviet Union, and from supplemental. 
These transfers are not certain in a given year and some of these accounts are facing 
tighter budget constraints. 

Could you address the issue of transfers to this account in FY09 and what size of a 
program you anticipate in light of the request for $29 million in appropriations? 

In FY09, Treasury’s Official of Technical Assistance (OTA) anticipates receiving 
approximately $8 million in transfers from other agencies. If OTA receives these 
transfers plus the full $29 million in appropriations, that would support a program level 
of approximately $37 million. It is unknown at this point whether OTA will receive 
funds for work in Iraq and Afghanistan. 

As noted in the preamble to this question, transfers from other sources to Treasury are 
uncertain and often funded from sources that are under budgetary pressure. The transfers, 
apart from SEED and FSA, have been relatively small amounts from USAID, MCC, INL 
and other programs totaling less than $5 million in any given year. In fact, both SEED 
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and FSA transfers are anticipated to drop below the $5 million level for FY 2008 and to 
continue to decline in future years. Discounting the Iraq Supplemental and a one-time 
anomalous transfer from MCC for a two-year project in Sao Tome and Principe, transfers 
for OTA in FY 2008 is projected to total $10.79 million (1) - a 50.7% decrease from the 
FY 2006 level of $21.89 million. 

In sum. Treasury TA appropriations will remain the foundation of our program, providing 
some assurance of funding for the highest priority and most meritorious projects. 

Funding from other sources, if available, can be an important complement. 

Why do we need to fund the technical assistance programs directly when we are 
funding MCC and USAID assistance to many of these same countries? 

A critical dimension of aid effectiveness, regardless of whether the aid is provided by 
MCC, USAID or other donors, is the financial management capacity of aid recipient 
governments. Strengthening government financial operations seldom produces headlines, 
but such advances are the foundation on which growing economies and stable civil 
societies are built. What public order, a fair justice system, and public utility services 
bring to the physical security of citizens, sound government financial systems bring to the 
economic health of a country. 

The Treasury Department, due to its mandate and subject matter expertise, has a 
comparative advantage in providing financial sector technical assistance and ensuring 
that such assistance is aligned with broader economic and terrorist financing policy 
priorities. This role is not duplicative but complementary. 

Question 5: North American Development Bank (NADBank) 

As you are aware, the U.S. provided the full amount requested in the 1990s for the 
NADBank, totaling $225 million. The Mexican Government was to match this 
contribution, and the Bank would have the resources to lend $2.5 billion for border 
environmental projects. At least that was the goal. 

Could you expand on the problems facing the NADBank at this point — 13 years 
after its creation? Of the $2.5 billion available, how much has the NADBank 
actually lent? 

It is my understanding that the NADBank is paid a fee of 3 or 4% to administer the 
EPA’s Border Environment Infrastructure Fund. Is using a binational financial 
institution the most efficient way to administer these grants? 

Answer: 


1 This calculation is based on projected SEED Act funding of $2.91 million and FSA funding of $4.68 
million. Treasury has not received an indication of future funding levels to be received by the program. 
Therefore the calculation is based on a year-over-year percentage decrease for FY2007 - FY2008 equal to 
that for the period FY 2006 - FY 2007. 


5 



952 


Congress appropriated the full $225 million in paid-in capital and authorized the full 
$1,275 billion in callable capital. To date, the United States has contributed $188 million 
in paid-in capital to the NADBank, the same amount as Mexico. 

The remainder of appropriated paid-in capital from the United States will be released as 
Mexico contributes its outstanding capital. Capital is contributed by each country on a 
pro-rata basis. NADBank has not utilized callable capital because the institution has not 
yet borrowed externally, which is expected to commence only when all of its paid-in 
capital is received. 

Though NADBank continues to face challenges fulfilling its original purpose (market 
rate financing in a highly subsidized sector), its portfolio grew considerably in 2007. At 
the direction of the United States and Mexico, the Bank has been following an aggressive 
agenda to improve its performance. The agenda included combining the Board of 
Directors of the NADBank and the Border Environment Cooperation Commission 
(BECC, the Bank’s sister organization) and implementing the recommendations of an 
independent Business Process Review. 

In 2007, NADBank approved 13 loans for $83.32 million and approved four grants for 
$3.72 million for environmental infrastructure projects. 

Cumulative financing approved by the NADBank for environmental infrastructure 
projects through December 2007: 


Total loans: 

Market rate loans 

Low-interest rate facility (LIRF) loans 
Total grants: 

Solid waste environmental program (SWEP) grants 
Water conservation investment fund (WC1F) grants 


$337.4 million 
$251.5 million 
$85.9 million 
$84.5 million 
$6.8 million 
$77.7 million 


The NADBank and the BECC are uniquely positioned to administer funds from both the 
United States and Mexico as they are the only bi-national entities that do so with the 
specific purpose of enabling environmental infrastructure projects along the U.S.-Mexico 
Border. Funds awarded to the NADBank from the Environmental Protection Agency 
(EPA) for project administration represent 1 .6 percent of total project costs and 3.8 
percent of total grant awards (Border Environment Infrastructure Fund (BEIF) grants). 
EPA is currently undertaking a review, based on a workload analysis, of administrative 
expenses and will be able to adjust as appropriate. 


NADBank administers EPA’s BEIF grants because, with the exception of the 
International Boundary and Water Commission, the United States lacks the authority to 
issue direct grants to entities in Mexico. 


Question 6: International Financial Architecture 
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US foreign assistance and multilateral assistance is dwarfed by remittances to 
developing countries, by international trade, and by private capital flows. What 
efforts do you think are still needed in reforming or altering the international 
financial architecture of international financial system that would allow stronger, 
more stable capital flows to emerging markets and specifically the poorest 
countries? 

Answer: 

The key for all countries - rich and poor - to attracting stable capital flows lies first and 
foremost in the quality and effectiveness of their macroeconomic management, the 
openness of the economy including its investment regime and financial sector, the 
stability of their financial systems, the effective implementation of the core international 
financial standards and codes, and the existence of a set of essential pre-conditions, such 
as the rule of law, broad market access opportunities to foreign investors, a relatively 
stable tax and political regime, and no extraordinary costs on foreign investors, such as 
performance requirements. 

As the poorest economies adopt more open policies toward foreign investment and offer 
more stable political conditions, investors react favorably. Sub-Saharan Africa, for 
example, has recently experienced some of the largest inflows of foreign investment ever 
recorded in the region. This is due in no small part to improving investment policies. 
Rwanda, just to cite one example, signed a high-standard Bilateral Investment Treaty 
(BIT) with the United States in 2008, providing a very positive signal to the foreign 
investing community that it welcomes and seeks to attract more foreign capital. 

Countries that commit to open investment policies are best positioned to compete for 
increased foreign capital inflows. 

The Treasury Department has been actively engaged with other countries to encourage 
them to liberalize their inward investment policies and resist protectionist pressures. 
Treasury is engaged to this end both bilaterally and multilaterally. In addition to 
negotiating BITs as part of an interagency team. Treasury is actively facilitating the 
development by the IMF of a set of best practices for sovereign wealth funds and the 
identification by the OECD of investment policy best practices for countries that receive 
government-controlled investment. 

In recognition of unique characteristics of remittance flows and their potential to alter the 
path and pace of development, Treasury has played a leading role in international work to 
address remittance issues since 2001. Perhaps the most significant of these coordinated 
streams of work was the G7’s Sea Island Remittance Initiative, which Treasury proposed 
and led. In addition to launching work to enhance data on remittance flows, the Sea 
Island initiative produced valuable guidance for policy makers that are seeking to deepen 
the development impact of remittance flows, called the General Principles for 
International Remittance Systems. This document, which was developed by a working 
group of payment system experts from sending and recipient countries, has become the 
starting point for all work to deepen the development impact of remittance flows. The 
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working group was chaired by the World Bank and the Basel Committee for Payment and 
Settlement Systems. The World Bank is actively pursuing the implementation of the 
General Principles in Latin America and Africa. 

The major international financial institutions, including the World Bank and the 
International Monetary Fund, focus considerable effort on providing assistance to 
economies as they seek to deepen and strengthen their financial systems. The response to 
Question 2 above outlines a number of the ways that the MDBs can assist countries in 
these efforts. These institutions are currently well placed to help developing countries, 
particularly the poorest, improve their policy, legal and regulatory environments to reap 
the benefits of private capital flows, remittances, and international trade. Specific 
programs and projects are designed to promote sound macroeconomic policies, economic 
openness, well-functioning financial systems, robust institutions, the rule of law, and 
market-oriented reforms. 

Question 7: International Monetary Fund 

Appropriations for the International Monetary Fund (IMF) are the jurisdiction of 
this subcommittee, although I should point out that IMF appropriations, what are 
referred to as "quota increases" have not been necessary since the 1990s. However, 
it is my understanding that the IMF only has loans outstanding to one country - 
Turkey. This has caused a drain on IMF income, given that the Fund pays for its 
expenses out of a percentage charge on each loan. In a speech by your 
Undersecretary, the Treasury Department has given its support that the IMF sell 
some of its gold reserves to shore up its net income. These gold reserves technically 
belong to member nations, since it wafwe who contributed them in the first place. 

IMF gold sales cannot happen without authorization by the U.S. Congress. Do you 
expect to propose such legislation in fiscal year 2009? 

Answer: 

The Treasury Department intends to seek Congressional authorization for the limited sale 
of IMF gold for the purpose of financing an endowment. We look forward to consulting 
with Congress on when and how best to advance this legislation. 

The IMF’s operating expenses have continually grown over the past decade. Is 
selling gold to pay for these expenses the best use of resources when the IMF book of 
business has fallen to such low levels? Shouldn’t we be streamlining the Fund 
instead? 

We agree that significant IMF budget reduction is an essential element of IMF reform, 
and have insisted upon it. As a result, IMF management will soon begin carrying out cuts 
of over 380 staff positions (out of 3,000 total staff presently) and expenditure reductions 
of roughly 10%, to achieve annual budgetary savings of about $ 1 00 million in real terms 
by 2010. However, it is important to recognize that the IMF does more than lending. 
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Without a limited gold sale for an IMF endowment, the IMF's ability to provide key 
global public goods (e.g. exchange rate surveillance, sovereign wealth funds best 
practices, financial stability work, anti-money laundering) would be severely impaired. 

Question 8 : Budget Support and the MDBs 

One of the more controversial trends in providing development assistance is the 
increasing popularity among other nations in furnishing their assistance to poor 
countries in the form of cash or budget support. It is my understanding that there is 
increasing pressure at the World Bank to provide more and more of their assistance 
as cash or budget support. What is the U.S. Treasury's position on this subject? 
What degree of budget support is provided at each bank? 

Answer: 

MDB financing needs to be effective and responsive to the needs of its borrowers, while 
meeting the high standards of the institution and the expectations of donor member 
countries. The World Bank has a range of ways it can provide financing, including 
through budget support. It must assess the particular country circumstances, including 
country capacity and fiduciary controls, to determine what is appropriate and effective. 

Policy-based budget support loans can be important vehicles for achieving systemic and 
institutional reforms that can reap significant benefits in the long term. These adjustment 
loans are supported by policy conditionality to maximize the impact these loans have on 
speeding growth and reducing poverty. The United States has been the strongest 
advocate of limiting budget support to appropriate circumstances, because of concerns 
about providing financing directly to budgets in countries with weak fiscal systems and 
the difficulty of tracking and measuring the results of such lending. 

Budget support operations from IDA, the concessional assistance window of the World 
Bank, comprise about 26% of commitments for the 2006-2009 period and are capped at 
30% of total commitments through 2011. For the 2005 to 2008 lending period, 
approximately 25% of the Inter-American Development Bank’s resources were available 
for adjustment loans. At end-2006, 24% of public sector loans at the Asian Development 
Bank were in the form of policy-based loans. In the African Development Fund, no more 
than 25% of the aggregate resources for country allocations would be available for 
policy-based loans and grants. 
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Where Does the Money Go? Best and 
Worst Practices in Foreign Aid 


William Easterly and Tobias Pfutze 


F oreign aid from official sources to developing countries (excluding 
private aid) amounted to $103.6 billion in 2006 and has amounted to over 
$2.3 trillion (measured in 2006 dollars) over the past 50 years. There have 
been fierce debates over how effective this aid has been or could be in the future 
(for example, Sachs, 2005; Easterly, 2006). However, this paper does not address 
the already ubiquitous issue of aid effectiveness — that is, the extent to which 
foreign aid dollars actually achieve their goals of reducing poverty, malnutridon, 
disease, and death. Instead, this paper focuses on “best practices” in the way in 
which official aid is given, which is an important component of the wider debate. 

This paper begins with a discussion of best practice for an ideal aid agency, and 
with the difficuldes that aid agencies face because they are typically not accountable 
to their intended beneficiaries. Perhaps the foremost best pracdce is transparency, 
since without transparency, all other evaluations of best practice are impossible. We 
then consider four dimensions of best pracdce: Specialization measures the degree 
to which aid is not fragmented among too many donors, too many countries, and 
too many sectors for each donor. Selectivity measures the extent to which aid avoids 
corrupt autocrats and goes to the poorest countries. Ineffective aid channels measures 
the extent to which aid is ued to polidcal objectives or consists of food aid or 
technical assistance. Overhead costs measures an agency’s administrative costs rela- 
tive to the amount of aid it gives. 

The aid agencies included in our study, distinguishing between bilateral and 
ti multilateral ones, are listed in Table 1. Our comparisons of these aid agencies have 
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Table 1 

List of Aid Agencies 


Bilateral agencies 


ADA 

Austrian Development Agency 

AEC1 

Spanish Agency for International Cooperation 

AFD 

French Development Agency 

AUSAID 

The Australian government’s overseas aid program 

BTC 

Belgian Technical Cooperation 

BMZ 

German Federal Ministry for Economic Cooperation and Development 

CIIDA 

Canadian International Development Agency 

DANIDA 

Development Cooperation Agency of the Danish Ministry of Foreign Affairs 

DFID 

UK Department for International Development 

DgCiD 

French Directorate General for international Development Cooperation 

DGDC 

Belgian Directorate General for Development Cooperation 

EC 

Co-operation Office for International Aid of the European Commission 

GIobal.Fmlatid 

Development Cooperation Agency of the Finish Ministry' of Foreign Affairs 

GTZ 

German Agency for Technical Cooperation 

Hellenic Aid 

Development Cooperation Agency of the Greece Ministry of Foreign Affairs 

IPAD 

Portuguese Institute for Development Aid 

Irish Aid 

Irish Development Agency 

JB1C 

Japanese Bank for International Cooperation 

J1CA 

Japan International Cooperation Agency 

KfW 

German Development Bank 

LUX- 

Luxemburg Development Agency 

Development 


MCC 

Millennium Challenge Cooperation 

MOFA Italy 

Italian Ministry of Foreign Affairs 

MOFA Japan 

Japanese Ministry of Foreign Affairs 

MOFA 

Dutch Ministry’ of Foreign Affairs 

Netherlands 


NORAD 

Norwegian Agency for Development Cooperation 

NZAid 

New Zealand’s development agenq' 

SDC 

Swiss Agency for Development and Cooperation 

SECO 

Swiss State Secretariat for Economic Affairs 

SIDA 

Swedish International Development Cooperation Agenq' 

USAID 

U.S. Agency for International Development 

Multilateral agencies 


African Dev. Bank 

African Development Bank 

Asian Dev. Bank 

Asian Development Bank 

CariBank 

Caribbean Development Bank 

EBRD 

European Bank for Reconstruction and Development 

GEF 

Global Environment Facility 

IMF 

International Monetary Fund 

IBRD (World 

International Bank for Reconstruction and Development (World Bank) 

Bank) 


IDA (World Bank) 

International Development Association (World Bank) 

IDB 

Inter-American Development Bank 

IFAD (UN) 

International Fund for Agricultural Development (UN) 

Nordic DF 

Nordic Development Fund 

UNDP 

United Nations Development Program 

UNFPA 

United National Population Fund 

UNHCR 

United Nations High Commissioner for Refugees 

UNICEF 

United Nations Children’s Fund 

UNRWA 

United Nations Relief and Work Agenq for Palestine Refugees in the Near East 

WFP (UN) 

World Food Program (UN) 


Note: Under “Bilateral agencies," you will notice that many countries have two or more development 
agencies. 
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led to four main findings. First, the data on aid agency spending are inexcusably 
poor. Aid agencies are typically not transparent about their operating costs and 
about how they spend the aid money. It took great effort on our part to get 
fragmentary and probably not very comparable data on operating costs, and we still 
failed with many important agencies. On how aid money is spent, the situation is 
better thanks to the data collecdon efforts of the OECD Development Assistance 
Committee (DAC). However, cooperation with the DAC is voluntary and a number 
of international agencies apparently do not participate in this sole international 
effort to publish comparable aid data. 

Second, the international aid effort is remarkably fragmented along many 
dimensions. The worldwide aid budget is split among a multitude of small bureau- 
cracies. Even the small agencies fragment their effort among many different 
countries and many different sectors. Fragmentation creates coordination prob- 
lems and high overhead costs for both donors and recipients. These issues have 
been chronic complaints of agencies, recipients, and academic researchers ever 
since the aid business began. 

Third, aid practices like money going to corrupt autocrats and aid spent 
through ineffective channels like tied aid, food aid, and technical assistance also 
continue to be a problem despite decades of criticism. 

Fourth, using the admittedly limited information that we have, we provide 
rankings of aid agencies on both transparency and different characteristics of aid 
practice — and one final comprehensive ranking. We find considerable variation 
among aid agencies in their compliance with best practices. In general, multilateral 
development banks (except the European Bank for Reconstruction and Develop- 
ment, or EBRD) rated the best, and UN agencies the worst, with bilateral agencies 
strung out in between. Of course, a comprehensive ranking involves selecting 
weights on different components of aid practice, so there is certainly room for 
others to suggest other weights or criteria. We chose an aggregation methodology 
that struck us as commonsensical, and we present these results as an illustrative 
exercise to move the aid discussion forward. 


What Would An Ideal Aid Agency Look Like? 

What should an ideal aid agency look like? The academic aid policy literature 
and the aid agencies themselves agree on many elements of “best practice,” as 
summarized by Easterly (2007). 

The consensus holds that transparency is good; for example, aid agencies 
constantly recommend greater transparency to recipient governments. The con- 
sensus holds that too many donors in a single country and sector and/or too many 
different projects for a single donor should be avoided. Complaints about donor 
fragmentation can be found in Commission for Africa (2005, pp. 62, 320) , IMF and 
World Bank (2006, p, 62), IMF and World Bank (2005, p. 171), and Knack and 
Rahman (2004). Diversion of aid to nonpoor beneficiaries though channels like 
giving money to corrupt autocrats or to less-poor countries should also be avoided 
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(IMF and World Bank, 2005, p.168). Excessively high overhead costs relative to the 
amount of aid dispersed should obviously be avoided (IMF and World Bank, 2005, 
p. 171). Three kinds of aid in particular are broadly thought of as being less 
effective (for reasons we will discuss later in the paper): “tied” aid that requires the 
recipient country to purchase goods from the aid-granting country (IMF and World 
Bank, 2005, p. 172; United Nations Development Program, 2005, p. 102; Commis- 
sion for Africa, 2005, p. 92); food aid (IMF and World Bank, 2006, pp. 7, 83; United 
Nations Millennium Project, 2005, p. 197); and aid in the form of technical 
assistance (United Nations Millennium Project, 2005, pp. 196-7; IMF and World 
Bank, 2006, p. 7). 

By taking this consensus as our standard, we are asking in effect if aid agencies 
operate the way they themselves say they should operate. Why are these particular 
criteria so widely regarded as important? The underlying issues can be illuminated 
with principal-agent theory. 

Domestic government bureaucracies in democratic countries have some in- 
centive to deliver their services to Lhe intended beneficiaries, because the ultimate 
beneficiaries are also voters who can influence the budget and survival of the 
bureaucracy through their elected politicians. One insight of principal-agent 
theory is that incentives are weakened if the bureaucracy answers to too many 
different principals or faces too many different objectives. To improve incentives 
and accountability, democratic politicians usually form specialized bureaucracies 
like the Social Security Administration for pension checks, the local government 
public works department for repairing local streets, and so on. 

However, the peculiar situation of the aid bureaucracies is that the intended 
beneficiaries of their actions — the poor people of the world — have no political 
voice to influence the behavior of the bureaucracy. The absence of feedback from 
aid beneficiaries to aid agencies has been widely noted (for example, World Bank, 
2005; Martens, Muinmert, Murrell, and Seabright, 2005; Easterly, 2006). Moreover, 
poverty and underdevelopment typically comprise a cluster of problems, and it is 
often not clear which particular problems of the intended beneficiaries an aid 
agency should address. 

Thus, an ideal aid agency must find answers to the problems of zero feedback 
and unclear objectives. The answers hark back to the agreed-upon best practices for 
aid agencies. To remedy the feedback problem, a plausible partial solution is to 
make the operations of the aid agency as transparent as possible, so that any voters 
of high-income countries who care about the poor intended beneficiaries could 
pass judgment on what it does. 1 In turn, with greater transparency, it becomes 
possible to look at other elements of best practice, like what share of aid ends up 


! Another complementary solution would be to have independent evaluations performed regularly, an 
idea that is intrinsically desirable for effective aid. However, little consensus exists on how to judge what 
kind of evaluation is reliable and who would perform such evaluations. Even if such a consensus existed 
on how and who, it would be tricky to measure which agencies are embracing this evaluation method- 
ology. Thus, we do not address this policy in this paper. Duflo and Kremer (2006) and Easterly 
(forthcoming) offer suggestions on best practices in evaluation. 
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going to countries with corrupt and autocratic leaders, or what share of aid is given 
through channels widely believed to be ineffective, like tied aid, food aid that goes 
back to foreign suppliers, and technical assistance funds that end up in the bank 
accounts of consultants from high-income countries. 

As far as which of the problems of beneficiaries should be targeted, perhaps 
having a wide open field for producing benefits can be viewed as an advantage, on 
the grounds that an open-ended search for at least one good outcome in a number 
of different areas has a higher probability of success than a closed-end search for 
success in a predetermined area. From this perspective, perhaps each aid agency 
should choose its own narrow objectives, with general guidance such as “produce as 
much benefit for as many poor people as possible given your budget, and your 
particular sectoral and country comparative advantage.” However, even this sce- 
nario implies that an ideal aid agency would eventually wind up with a high degree 
of specialization by sector, by country, or both so that it could develop and use 
Fn 2 experdse in that area. 2 In addidon, if aid transacdons for a given sector, donor, and 

recipient involve fixed overhead costs for both donors and recipients, which is quite 
plausible, it also argues for specialization by donors. 

A few earlier studies have tried to rank different aid agencies or to develop an 
index that would compare the performance of different aid donors according to 
some elements of the best practice we have enunciated here. Dollar and Levin 
(2004) rank 41 bilateral and multilateral donors with respect to a “policy selectivity 
index,” which measures the extent to which a recipient’s institutional and policy 
environment is taken into account when aid is given. The authors also compare 
different time periods and have mixed findings on whether selectivity has increased 
over the almost 20-year period considered. Acharya, de Lima, and Moore (2004) 
produce an index for the fragmentation of bilateral aid for a number of donor 
countries. 

One high-profile effort underway is called “Ranking the Rich,” or more for- 
mally, the Commitment to Development Index (CDI), which is produced by the 
Center for Global Development and Foreign Policy magazine. However, the purposes 
of our exercises are very different. The CDI, as its name indicates, measures rich 
nations’ “commitment to development” on all conceivable dimensions, while we 
are simply interested in describing the behavior of aid agencies. As a result, the 
overlap between the CDI and our exercise is very slight — aid is only one out of 
seven areas included in the CDI, and the aid component is based mainly on the 
quantity of aid rather than the behavior of aid agencies. The CDI does include 
three subcomponents of aid “quality” that overlap with the measures we use, but 
these subcomponents have a small weight both in their exercise and in ours. 

Aid Agencies and Transparency 

In evaluating the transparency of aid agencies, we mainly draw on two data 
sources. First, the International Development Statistics provided by the OECD are 


* There could be a portfolio diversification argument for managing the risk of aid failures. However, it 
would seem that the ideal agency should be risk neutral. 
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found in two different databases: the Development Assistance Committee’s (DAC) 
database, and the Credit Reporting System’s (CRS) database on aid activities. 

Secondly, we carried out our own inquiries regarding operating costs, includ- 
ing employment and administrative expenses. For administrative expenses, we 
started out by consulting each agency’s website to find nine numbers, beginning 
with the number of their 1) permanent international staff, 2) consultants, 3) and 
local staff. For their permanent international staff we looked for a breakdown into 
4) professional and support staff, 5) nationals of industrialized and developing 
countries, and 6) staff employed at headquarters and field offices. We also looked 
for data on 7) total administrative expenses, 8) expenses on salaries and benefits, 
and 9) the total amount of development assistance disbursed. After investigating 
through websites, we emailed agencies to inquire about those numbers we couldn't 
find online. We informed the agencies that we were facing a deadline so that we 
needed the data within three weeks. Those agencies that replied did so almost 
exclusively before the end of that deadline. We received a personal response from 
20 out of 31 bilateral agencies and eight out of 17 multilateral ones. This count 
includes all nonautomated responses we received, without taking into account the 
quality of the response provided. In some cases we were only told that the desired 
data did not exist, or we were assured that our mail had been forwarded to the 
appropriate person, who never followed up on it. 

To create some easily comparable statistics, we constructed a series of indices. 
Of course, a certain degree of subjectivity is unavoidable in such an exercise, 
particularly in the assumptions on how different aspects of an agency’s transpar- 
ency should be weighted. Despite these problems, we believe that the resulting 
numbers allow some useful insights with respect to an agency’s opacity. 

We first present an index based on our own data collection exercise, which 
focused on operating costs. We assigned points for each of the nine numbers we 
inquired about, described above. Since we believe that all the information we asked 
for ought to be readily available online (which includes any published annual 
report), we gave one point if the number was found on the agency’s website. If the 
number was provided after we inquired by e-mail, half a point was given and the 
overall score consists of the average points scored. 

Because not all aid agencies implement projects, the statistics might not be 
100 percent comparable. If we accept that at a minimum all the numbers ought 
to be available after inquiry, we can conclude that a score below 0.5 is indicative 
of serious deficiencies in transparency. By that benchmark, only 10 out of the 
31 agencies listed earlier in Table 1 pass our transparency test, with a large number 
doing abysmally badly. The worst reporting was discovered in our attempt to get 
data on the breakdown of employment (like consultants and locals), and we had to 
abandon our original hope of analyzing this issue. 

It seems useful to consider the transparency of bilateral aid by country, rather 
than by agency, because bilateral aid agencies are run by countries. Thus, in the top 
T 2 part of Table 2, the transparency results for bilateral agencies are reported by 

country. For countries with more than one agency (see Table 1), we used a 



962 


|tapraid4/z30-jep/z30-jep/z3000208/z302091d08o [ moyerr [ S=19 [ 2/27/08 | 18:35 | Art: Z30-2091 [ Inpul-yyy(ps)) 

Easterly and PJutze 1 


Table 2 

Transparency Indices for Bilateral and Multilateral Agencies 

(ranked by average scare for each type, where the average is calculated over the first two 
columns) 


Transparency index based on Average 

(of columns 


Donor 

Operating costs 

OECD reporting 

3 and 4) 

Rank 

Bilateral agencies 

(reported by country) 

Australia 

0.56 

1.00 

0.78 

7 

Austria 

0.50 

0.80 

0.65 

14 

Belgium 

0.49 

1.00 

0.75 

11 

Canada 

0.50 

1.00 

0.75 

10 

Denmark 

0.22 

1.00 

0.61 

18 

Finland 

0.50 

0.60 

0.55 

25 

France 

0.51 

1.00 

0.75 

9 

Germany 

0.27 

1.00 

0.63 

17 

Greece 

0.11 

1.00 

0.56 

22 

Ireland 

0.1 1 

1.00 

0.56 

22 

Italy 

0.39 

0.80 

0.59 

21 

Japan 

0.27 

LOO 

0.64 

16 

Luxemburg 

0.22 

0.60 

0.41 

36 

Netherlands 

0.28 

LOO 

0.64 

15 

New Zealand 

0.00 

1.00 

0.50 

27 

Norway 

0.39 

LOO 

0.69 

13 

Portugal 

0.11 

0.80 

0.46 

31 

Spain 

0.11 

1.00 

0.56 

22 

Sweden 

0.67 

1.00 

0.83 

4 

Switzerland 

0.41 

0.80 

0.60 

20 

United Kingdom 

0.72 

1.00 

0.86 

2 

United States 

0.78 

0.80 

0.79 

6 

European Commission 

0.22 

0.80 

0.51 

26 

Multilateral agencies 

African Dev. Bank 

0.67 

1.00 

0.83 

4 

Asian Dev. Bank 

0.72 

1.00 

0.86 

2 

CariBank 

0.56 

0.33 

0.44 

32 

EBRD 

0.56 

0.33 

0.44 

32 

GEF 

0.11 

0.33 

0.22 

40 

IBRD 

0.89 

0.33 

0.61 

18 

IDA 

0.89 

1.00 

0.94 

1 

1DB 

0.56 

1.00 

0.78 

7 

IFAD (UN) 

0.44 

0.33 

0.39 

37 

IMF 

0.67 

0.33 

0.50 

27 

Nordic DF 

0.44 

0.33 

0.39 

37 

UNDP 

0.44 

LOO 

0.72 

12 

UNFPA 

0.28 

0.33 

0.31 

39 

UNHCR 

0.56 

0.33 

0.44 

32 

UNICEF 

0.33 

0.67 

0.50 

27 

UNRWA 

0.56 

0.33 

0.44 

32 

WFP (UN) 

0.67 

0.33 

0.50 

27 


Note: Duplicate numbers in the rankings occur when two or more countries have the same score and 
“tie” for some rank; this also explains missing ranks, for instance the absence of a 3 rd place. 
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weighted average of the individual indices weighted by the amount of development 
assistance dispersed. 

Except for data on “official development assistance” (which is available from 
the OECD database), five bilateral aid agencies report no data whatsoever on their 
employment and budget (nor did they respond to our persistent queries): Hellenic 
Aid, IrishAid, Japan’s Ministry of Foreign .Affairs, New Zealand Aid, and AECI 
(Spain). KfW (Germany) would also fall into this group, given that their response 
was that such data is not available. Four additional agencies failed to disclose any 
data on their administrative or salary budgets: DANIDA (Denmark), GTZ (Ger- 
many), Lux-Development, and IPAD (Portugal). It is an interesting political econ- 
omy question why these eight democratically accountable governments do not 
release information on public employment and administrative costs of foreign aid. 
The agencies that stand out positively are DFID (UK), and USAID. 

The bottom panel of Table 2 shows transparency scores for the multilateral aid 
agencies. Multilateral agencies appear to be more transparent than bilateral ones. 
Eleven out of 17 multilateral agencies exceed our benchmark level of 0.5 for their 
transparency on operating costs. Nor do we observe the large number of extremely 
low scores, as in the case of bilateral agencies. The only aid agencies that perform 
really poorly on this measure are the UN agencies: we could not find data on 
administrative or salary budget for WFP, UNFPA, and UNHCR, while UNICEF 
failed to provide any information on total employment or most of its components, 
or on the salary budget. UNDP had no information on its website, although it did 
provide partial information after a direct request. 

We created a second transparency index using data available from the OECD. 
We worked with data from five different OECD statistics tables. From the Creditor 
Reporting System (CRS), we looked at table 1 (All Commitments — All details: 
1973-2004) and table 5 (Disbursements — All details: 2002-2004), From the OECD 
DAC database, we looked at the table “Total Official Flows” and for bilateral 
agencies only we looked at table 1 (Official and Private Flows, main aggregates) and 
table 7b (Tying Status of Bilateral Official Development Assistance). We give one 
point if a donor reports to a given table in the OECD database and calculate the 
average of points attained. 

Overall, little variance is found in the transparency indices based on OECD 
reporting, with only a handful of countries not fully reporting. Again, the bottom 
portion of Table 2 does the same for multilateral agencies. We are aware that not 
all multilateral agencies are DAC members and therefore not obliged to report, but 
we believe that voluntary reporting should be expected from each agency. There 
appears to be more variance among multilaterals than bilaterals in the OECD- 
reporling transparency index, shedding additional light on the transparency of the 
aid agencies. 

A big part of the lower transparency scores for multilateral aid agencies based 
on the OECD data is that most multilateral agencies surprisingly fail to report what 
they are spending the money on: which sector, how much support to nongovern- 
ment organizations, and so on. The UN agencies again tend to do especially poorly. 

Among multilateral agencies, the big positive exceptions are the development 
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banks, specifically, the African Development Bank, Asian Development Bank, IDA 
of the World Bank, and the Inter-American Development Bank (but not the 
EBRD). However, the seemingly good performance of the development banks 
comes with a caveat that highlights another data problem. Our index only evalu- 
ated agencies as to whether they reported at all to a given table in the OECD 
database, without taking into account the quality of that reporting. Although we 
have not done an exhaustive check on the quality of the data provided to the 
OECD, there seem to be some cases, like whether aid is categorized as “technical 
assistance,” where the data is questionable. For example, according to the OECD 
data of the agencies we included in our analysis in the year 2004, only the IDB and 
UNFPA were providing any technical assistance at all — with the latter apparendy 
providing all'its official development assistance in that form. Up to 2003, the UNDP 
provided its entire development assistance as “technical cooperation,” after which 
its share precipitously dropped to zero. The Asian Development Bank, the African 
Development Bank, and the Caribbean Development Bank all report to the OECD 
that none of their development assistance is in the form of technical assistance. 
However, according to the website of the Asian Development Bank (2008) it 
provides technical assistance to the tune of $180 million a year. The African 
Development Bank (2007) states in its annual report that it spent $99.96 million on 
technical cooperation grants in 2004. The Caribbean Development Bank (2007), in 
its annual report, provides detailed expenditures for its technical assistance fund. 
Again, none of this technical assistance appears in the OECD data. So even when 
aid agencies do report to the OECD, the reporting can be inconsistent with other 
statements made by the same agency. Of course, problems with quality of informa- 
tion also tend to make aid agencies less transparent. 

In column 3 of Table 2, we present the average of the OECD score and the 
score based on our own inquiries discussed above. In column 4, we rank the 
Fn3 agencies by this average score. 3 Note that column 4 provides an overall rank of 

multilaterals and bilaterals considered together as one group. Regarding the 
overall ranking, IDA, the Asian Development Bank, the African Development Bank, 
the UK, and Sweden are the top performers, while the worst include the GEF, the 
Nordic Development Fund, Portugal, Luxembourg, UNFPA, and GEF. UN agen- 
cies tend to rank near the bottom. 


Aid Practices 

In this section, we review best aid practices on the four dimensions mentioned 
at the start of the paper: specialization/fragmentation, selectivity, ineffective aid 
channels, and overhead costs. In this section, we discuss each category in turn. In 
the following section, we will offer a comprehensive index by agency of “aid best 
practice.” 


3 For this and all the succeeding tables, we provide more details on how our measures were constructed 
in an Appendix attached to the on-line version of this article at {http://www.e-jep.org.). 
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Specialization/ fragmentation 

Both government bureaucracies and private corporations in high-income 
countries tend to specialize. In contrast, aid agencies split their assistance between 
too many donors, too many countries, and too many sectors for each donor, where 
“too many” reflects the view that ’having multiple donors and multiple projects 
forfeits the gains of specialization and leads to higher-than-necessary overhead costs 
for both donors and recipients. 

As a measure of specialization, we use the Herfindahl coefficient that is 
familiar from studies of industrial organization. In its original application it pro- 
vides a measure for market concentration, where a value of one indicates a 
monopoly and a value close to zero, a highly competitive market. One intuitive 
interpretation of the index is that it gives the probability that two randomly chosen 
sales dollars end up with the same firm. Using an analogous formula to the one in 
industrial organization, we divide the aid into shares according to how it is spent, 
and then sum the squares of the value of these shares. We calculated Herfindahl 
coefficients for three possible types of specialization: aid agencies’ share of all net 
official development assistance; share of aid spent by country; and share of aid 

Fn4 spent by sector (according to the OECD classification). 4 These three Herfindahls 

can be interpreted, respectively, as measuring the probability that two randomly 
selected aid dollars will be 1) from the same donor for all net official development 
assistance, 2) to the same country for any given donor, or 3) to the same sector for 
any given donor. All these probabilities are less than 10 percent: 9.6 percent in the 
first case, 4.6 percent in the second case, and 8.6 percent in the third case. In other 
words, the aid effort is splintered among many different donors, each agency’s aid 
effort is splintered among many different countries, and each agency’s aid effort is 
also splintered among many different sectors. Of course, the optimal degree of 
specialization is not 100 percent, but this high degree of fragmentation is incon- 
sistent with what the agencies themselves say is best practice. This finding is all the 
more striking when we remember that most aid agencies are small; the median net 
official development assistance across all aid agencies in our sample is $618 million, 
so that the median aid agency is accounting for 0.7 percent of total net official 
development assistance. 

Ft Figure 1 provides a visual impression of donor fragmentation based on gross 

official development assistance in the year 2004. The ten biggest donors — the 
United States, Japan, IDA, EC, France, United Kingdom, Germany, Netherlands, 
Sweden, and Canada, in that order — account for almost 79 percent of the total, 


4 We used die old (year 2002) three-digit DAC purpose codes, specifying the following sectors: Education, 
Level Unspecified; Basic Education; Secondary Education; Post-Secondary Education; Health, General; Basic 
Health; Population Programs; Water Supply & Sanitation; Government and Civil Society — General; Conflict, 
Peace, and Security; Employment; Housing; Other Social Services; Transport & Storage; Energy-, Banking & 
Financial Services; Business & Other Services; Agriculture; Forestry, Fishing; Industry; Mining; Construction; 
Trade Policy and Regulations; Tourism; General Environment Protection; Women in Development; Other 
Multisector; General Budget Support; Developmental Food Aid/Food Security Assistance; Other Commod- 
ity Assistance; Action Relating to Debt; Emergency Food Aid; Other Emergency and Distress Relief; Recon- 
struction Relief; Support to Nongovernment Organizations. 
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Figure 1 

So Few Dollars, So Many Agencies 

(Shares of gross official development assistance in 2004 by donor) 



while the 20 smallest agencies account for a total of 6.5 percent of the total. The 
problem of many small donors might not be so bad if each one were specialized in 
some small set of tasks or countries, but we have already seen that they are not. 

The multiplication of many small players in the international aid effort is 
actually understated, because many bilateral donors have more than one agency 
giving aid. For example, both the United States and Japan have two different 
agencies officially dedicated to giving aid. The United States and many other 
nations also have parts of the foreign assistance budget executed by a number of 
other bureaucracies whose main purpose is not aid-giving. Brainard (2007) esti- 
mates that the United States actually has more than 50 different bureaucratic units 
involved in giving foreign assistance, with overlapping responsibilities for an equally 
high number of objectives. 

Of course, these probabilities interact to make it very' unlikely that we will find 
cases where aid from the same agency to the same country for the same sector 
becomes concentrated and focused. To illustrate the lack of specialization, we can 
calculate the probability that two randomly selected dollars in the international aid 
effort will be from the same donor to the same country for the same sector. We get 
this probability by multiplying the individual probabilities times each other (assum- 
ing independence of each measure, which is probably incorrect, but suffices for this 
illustration). By this method, we calculate that the probability that two randomly 
selected dollars in the international aid effort will be from the same donor to the 
FnS same country for the same sector is 1 in 2658.''’ The real-world effect of this 


5 We can’t calculate this directly From the data because there is no sector breakdown by recipient and 
by donor, only the sector breakdown by donor. 
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fragmentation is that each recipient must contend with many small projects from 
many different donors, which breeds duplication, takes up much of the time of 
government ministers in aid-intensive countries, forfeits the opportunity to scale up 
successes or gains from specialization, and creates high overhead costs for both 
donors and recipients. 

Looking across aid agencies, we do not see much variation in the extent of 
country- and sector-level fragmentation. There are only a small number of outliers 
with higher concentrations by country or by sector; for example, Portugal concen- 
trates its aid both by countries and sectors. UNRWA, which is the UN agency 
responsible for supporting PalesUnian refugees, obviously concentrates on a small 
number of countries bordering Israel and the occupied territories. The vast ma- 
jority of Herfindahl scores are below 10 percent; the only bilateral donors above 
that threshold for country fragmentation are Portugal, Greece, and Belgium. The 
multilaterals with greater concentration tend to be those who are almost exclusively 
focused on a specific region. For sectoral specialization, the number of agencies, 
almost all of them bilaterals, scoring above the somewhat arbitrary 10 percent 
threshold is higher relative to the case for country specializadon due to the fact that 
there are far fewer sectors than recipient countries. 

For donors that have data on both country recipients and sectors (we already 
complained in the first section about those who lack the latter), we averaged the 
two Herfindahls and rank them. Portugal, Greece, and the IDB do the best, 
apparently because Portugal gives mainly to its few ex-colonies (that share had 
declined somewhat between 1998 and 2003, but was back at over 90 percent in 
2004), and the IDB is limited by design to the poorest countries in the Western 
Hemisphere. Both Portugal and Greece also may have chosen to specialize more 
because they are among the smallest programs. The most fragmented donors are 
Canada, the EC, and the Netherlands. Some very small programs that show up as 
highly fragmented are Finland, New Zealand, and Luxembourg. Luxembourg 
divided its 2004 aid budget of $141 million among no less than 30 of the 37 sectors 
considered here, of which 15 in turn had shares of less than I percent of the total. 
The tiny Luxembourg budget also went to 87 different countries, of whom 67 
received less than 1 percent of the total. The UN agencies do not report data on 
sectoral spending (itself a black mark with regard to transparency), but they are 
Fn6 among the worst on country fragmentation. 6 

More systematically, we can test whether there is any relationship between the 
budget of the aid donor and the fragmentation of its aid by country or by sector. 
One might expect that larger aid budgets can and should be divided up more ways. 
There is a significant inverse relationship between (log) aid agency budget and 


6 The 2006 Commitment to Development Index (Center for Globa) Development/Foreign Policy) had 
a subcomponent of their aid component called “size adjustment,” which attempts to measure average 
aid project size (also motivated by concern about aid fragmentation). This seems most analogous to our 
sector Herfindahl, but the two measures were uncorrelated across agencies. We prefer the Herfindahl 
as a standard and transparent methodology compared with the rather opaque size adjustment proce- 
dure described in Roodman (2006a). 
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country Herfindahl, but the magnitude of the effect is small: that is, moving from 
a larger aid agency to a smaller agency by a factor of 10 only increases the 
Herfindahl by .0337, For the sector Herfindahls, the budget size effect is neither 
statistically nor economically significant. Thus, fragmentation is extreme for even 
the smallest aid agencies. 

In the extreme, this leads to such tiny worldwide flows in 2004 as the $5,000 
Ireland spent worldwide to support nongovernmental organizations, the $20,000 
Greece (despite its high overall ranking in avoiding fragmentation) spent on 
worldwide post-secondary education, the $30,000 the Netherlands spent on pro- 
moting worldwide tourism to developing countries, the $5,000 Denmark spent on 
worldwide emergency food aid, or the $30,000 Luxembourg spent on conflict, 
peace, and security. (Remember, these small sums may have been split even further 
among country recipients.) The same observation holds regarding flows from 
donor to recipient countries. For example, in 2004, Austria spent $10,000 in each 
of the following: Cambodia, the Dominican Republic, Equatorial Guinea, and 
Gabon. In the same year, Ireland spent $30,000 in Botswana; Luxembourg spent 
$30,000 in Indonesia; and New Zealand spent $20,000 in Swaziland. When aid is 
this small, it’s hard to believe it even covers the fixed costs of granting and receiving 
it, much less any operating costs of actually helping people. 

The fragmentation of aid spending has increased over time as new trendy 
targets for aid are enunciated (Easterly, 2007). In 1973, four sectors had shares of 
more than 10 percent each: economic infrastructure, social infrastructure, produc- 
tion sectors, and commodity assistance. Together, these four sectors accounted for 
80 percent of total aid. In 2004, only three sectors had a share of 10 percent or 
more: economic infrastructure; social infrastructure: and government/civil soci- 
ety/peace and security. Together, these three sectors accounted for 57 percent of 
total aid. The increasing fragmentation of aid over time shows up in several upward 
trends over time: rising measures of fragmentation by donor for countries, by 
donor for sectors, and by donors for each aid recipient. The appearance of new 
areas of aid focus such as the environment, women in development, support to 
nongovernment organizations, and debt relief help explain the splintering of aid 
into many causes. These particular categories were essentially zero percent of aid in 
1973, but together account for 12 percent of aid in 2004. 

Selectivity: Aid Going to Corrupt or Autocratic Countries versus Aid Going to 
Poor Countries 

Aid is less effective at reducing poverty when it goes either to corrupt dictators 
or to relatively well-off countries. However, poorer countries are also more likely to 
be corrupt or autocratic. The paper first documents how much aid goes to corrupt 
or autocratic countries and how much goes to “nonpoor" countries, and then 
proposes an index to summarize the selectivity of aid agencies as they seek to focus 
on low-income countries while trying to steer clear of corrupt autocrats. 

We calculated the share of total aid going to countries classified by Freedom 
House as “unfree” as well as “unfree + part free.” Unfree countries have retained 
about a third of aid, while around 80 percent of aid goes to countries either pardy 
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free or unfree. These proportions have not changed much over time, despite 
democratization throughout the world and much donor rhetoric about promoting 
democracy. The only substantial movement can be found in the early 1990s, when 
the share going to unfree countries first dropped to about 20 percent, then increased 
to almost 50 percent, and then slowly fell back to its historic level of about 30 percent. 
This pattern occurs because countries essentially hand out aid to the same countries 
year after year, but the countries themselves have shifted their status from unfree to 
free and back to unfree. To put it another way, donor agencies appear to be unre- 
sponsive to political changes in recipient countries. Only in die last couple of years 
before 2004 is there a change in die share going to unfree countries that is explained 
by a change in donor behavior — and this change is in the wrong direction. 

We conducted a similar analysis recording how much aid goes to corrupt 
countries. For this exercise we used data from the International Country Risk Guide 
which has a coemption component in its political risk index (going back to 1984). 
We defined as corrupt those countries with a score of two points or less on a 
zero-tosix scale, an extreme degree of corruption. The share of aid going to 
corrupt countries has fluctuated, but there was an upsurge in the late 1990s and 
early 2000s, just when it became acceptable for donors to explicitiy condemn 
corruption. When we examined this pattern more closely, we again found that 
donors do not seem to react to changes in the level of corruption, but simply 
continue giving to the same countries. Thus, in our data going back to 1984, the 
greater share of aid going to corrupt countries is explained by changes in the 
Fn7 corruption levels of the recipients. 7 

How has the share of aid going to different income groups changed? The 
OECD has a list of least developed countries receiving official development assis- 
Fn8 tance 8 : this category includes most of sub-Saharan Africa and many South and 

Southeast Asian countries. In the 1970s and early 1980s, there is a substantial shift 
in the share of aid going to these countries, which Easterly (2007) calls the 
“McNamara revolution,” in honor of a speech given by World Bank President 
Robert McNamara in 1973 emphasizing poverty alleviation in aid efforts. Since 
then, the share of aid going to the least developed countries has remained fairly 
stable. However, the expansion of the share of aid going to the least developed 
countries came at the expense of the share going to other low-income countries, 
such as Ghana, Kenya, and India, rather than countries with higher levels of 
income. Thus, the share of all low-income countries — that is, the least developed 
plus other low-income countries — has remained relatively constant since the late 
1960s at about 60 percent. 

The same shift, albeit to a smaller degree, can also be observed within the 
group of middle-income countries. Upper-middle-income countries like Mexico 


7 Alesina and Weder (2002) present results for a large number of donor countries on the relationship 
between foreign aid and corruption levels in the receiving country. 

a As of 2006. the DAC list of ODA recipients categorizes 50 countries as least developed. 18 as other low 
Income, 49 countries and territories as lower middle income, and 36 countries and territories as upper 
middle income. 



970 


| tapraid4/z3Q-jep/z30-jep/23000208/z302091d08o | moyerr | S-19 1 2/27/08 | 18:35 | Art: Z30-2091 | Input-yyy(psf) | 

Easterly and Pfutze 15 


and Turkey have seen their share of total aid decrease from close to 20 percent to about 
5 percent since the 1960s and 1970s, largely benefiting lower-middle-income countries 
like most of Latin America, Morocco, and Indonesia, to name a few examples. Since 
that change, the respective shares of these groups have remained stable. 

Low-income countries often have more corruption and less democracy. Does the 
high share of aid going to the least developed countries explain the high share of aid 
going to countries run by corrupt autocrats? We evaluate this question by looking at the 
cross-donor correlations of corruption, democracy, and income levels of recipients. To 
make a long story short, the answer is “no.” It is true, and not surprising, that aid 
agencies that give more to upper-middle-income countries are also more likely to give 
more to less-corrupt countries and less-autocratic countries. The quantitative effect of 
this pattern is limited, however, since shares of upper-middle-income countries in aid 
are small (mean of 6.6 percent in 2004). Moreover, the share of aid going to lower- 
middle-income versus low-income versus least developed countries has no association 
with the extent to which the agencies have funded corrupt dictators. Hence, it does not 
appear that the relatively high share of corrupt or autocratic rulers in aid receipts is 
explained much by the routing of aid to the poorest countries. 

T3 Table 3 sets out the evidence on individual aid agencies or countries and the 

share of their funds going to governments that are corrupt, in the second column, 
or unfree and part-free, in the third column. However, we also need to take into 
account that an agency which focuses on low-income countries might also end with 
more money going to corrupt autocracies. In the last two columns of Table 3, we 
show the share of funds for each agency going to the least developed countries and 
the other low-income countries. We then calculate an overall score, giving negative 
weight to funds going to corrupt or unfree countries, but positive weight to funds 
going to low-income countries as a group. The score is calculated as: 

Composite Selectivity Score — .25 x Percentile Rank(Share NOT Going to 
Corrupt Countries) + .25 x Percentile Rank (Share Going to Free Coun- 
tries) + .5 x Percentile Rank (Share Going to Low-Income Countries) 

Hence, a country that ranked relatively high on giving to low-income countries and 
on not giving to corrupt dictators would have a high score. Even if a donor was the 
worst at giving its entire aid budget to corrupt dictators, it would still get a score of 
.5 if it was the best at giving aid to low-income countries. Portugal approximates this 
situation, because it emphasizes aid to its former colonies that happen to be 
low-income, corrupt autocracies. 

The aid agencies that score the best on our overall rankings for giving money to 
low-income countries are the Nordic Development Fund and the African Development 
Bank (the latter partly reflects that it is constrained to the continent of Africa, with 
virtually all low-income countries). Other high scores go to the IMF, and the IDA of the 
Fd 9 World Bank. 9 The two bilateral donors doing best are Luxembourg and the United 


9 The Commitment to Development Index also had a “selectivity" component using similar ideas to ours. 
The rank correlation of our two measures across agencies is very strong but not perfect, at .59. 
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Table 3 

Aid Shares of Different Categories of Recipients in 2004 


Share of aid going to: 


Donor 

Rank 

composite 

score 

Corrupt 

countries 

Part-free 
err unfree 
countries 

Least 

developed 

countries 

Other 

loro 

income 

Nordic Development Fund 

1 

52% 

72% 

60% 

28% 

African Dev. Bank 

2 

63% 

77% 

83% 

14% 

IDA 

3 

66% 

79% 

50% 

40% 

United Kingdom 

4 

65% 

77% 

51% 

30% 

Luxembourg 

5 

60% 

55% 

51% 

19% 

IMF SAF & ESAF* 

6 

56% 

94% 

58% 

38% 

IFAD (UN) 

7 

66% 

76% 

53% 

24% 

Canada 

8 

66% 

76% 

47% 

22% 

UNDP 

9 

70% 

83% 

60% 

24% 

UNICEF 

10 

72% 

83% 

54% 

29% 

Netherlands 

11 

66% 

75% 

42% 

23% 

WFP (UN) 

12 

70% 

89% 

70% 

16% 

UNFPA 

13 

68% 

79% 

48% 

24% 

Ireland 

14 

80% 

87% 

80% 

7% 

Switzerland 

14 

67% 

74% 

40% 

25% 

France 

16 

51% 

78% 

47% 

16% 

UNHCR 

17 

66% 

86% 

49% 

23% 

Denmark 

18 

73% 

81% 

52% 

25% 

Portugal 

19 

100% 

94% 

97% 

0% 

GEF 

19 

51% 

21% 

15% 

13% 

Spain 

21 

41% 

76% 

14% 

20% 

CariBank 

22 

35% 

0% 

0% 

0% 

Japan 

23 

66% 

65% 

15% 

31% 

European Commission 

24 

65% 

77% 

41% 

13% 

Asian Dev. Bank 

25 

83% 

95% 

30% 

56% 

Germany 

25 

62% 

79% 

23% 

33% 

Belgium 

27 

78% 

85% 

64% 

12% 

Australia 

28 

93% 

86% 

32% 

46% 

IDB 

29 

27% 

81% 

6% 

27% 

EBRD 

30 

95% 

74% 

0% 

64% 

New Zealand 

31 

88% 

77% 

46% 

19% 

Sweden 

32 

73% 

86% 

52% 

16% 

Austria 

33 

72% 

78% 

18% 

40% 

Norway 

34 

76% 

88% 

59% 

11% 

Italy 

35 

62% 

88% 

36% 

11% 

Finland 

36 

78% 

80% 

47% 

16% 

UNRWA 

37 

49% 

100% 

0% 

0% 

United Scales 

38 

76% 

87% 

29% 

12% 

Greece 

39 

92% 

91% 

8% 

8% 

Average 


68% 

78% 

42% 

22% 

Standard deviation 


16% 

18% 

23% 

14% 

Median 


66% 

79% 

47% 

22% 

Max 


100% 

100% 

97% 

64% 

Min 


27% 

0% 

0% 

0% 


* Structural Adjustment Facility (SAF) and the Enhanced Structural Adjustment Facility (ESAF). 
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Kingdom. The aid agencies that receive the worst overall scores include those of the 
notoriously ally-rewarding United States; Greece; and the particular case of UNRWA, 
which gives aid only to Palestinian refugees and thus is limited to a few countries that 
happen to be mostly autocratic and middle income. 

Ineffective Aid Channels 

Three types of aid are widely considered to be intrinsically not very effective: 
tied aid, food aid, and technical assistance (for references from academic sources 
and aid agencies, see Easterly, 2007). Tied aid comes with the requirement that a 
certain percentage of it has to be spent on goods from the donor country, which 
makes the recipient likely to be overcharged since it increases the market power of 
donor country’s firms and often amounts to little more than ill-disguised export 
promotion. The case against food aid is similar. It consists mostly of in-kind 
provision of foods by the donor country, which could almost always be purchased 
much cheaper locally. Food aid is essentially a way to for high-income countries to 
dump their excess agricultural production on markets in low-income countries. 
Technical assistance, according to the OECD, “is defined as activities whose primary 
purpose is to augment the level of knowledge, skills, technical know-how or 
productive aptitudes of the population of developing countries.” It is also very often 
tied, and often condemned as reflecting donor rather than recipient priorities. 

We have calculated the share of each bilateral donor’s aid going to these three 
areas. In this exercise, we only focus on bilateral agencies. One reason for this choice 
is that, as already discussed in the section on transparency, the reporting on technical 
assistance by the multilaterals appears to be extremely unreliable. In addition, only 
bilateral donors grant tied aid, and the amounts of food aid and technical assistance 
from multilateral agencies depend largely on that agency’s mission. We then compute 
an aggregate score among the bilateral aid agencies by averaging the rankings in each 
category (with zero being best) and report the rank of the composite score. 

Among bilateral aid agencies, the average percentage shares for tied aid, food aid, 
and technical assistance are 21 percent, 4 percent, and 24 percent, respectively. There 
is considerable diversity across agencies; the standard deviations are roughly as large as 
the average values at 27 percent for tied aid, 9 percent for food aid, and 18 percent for 
technical assistance, and the distribution is skewed with only a few high values. 

Four donors don’t tie any aid at all: Ireland, Norway, the United Kingdom, and 
the European Commission (we refer only to the aid distributed directly by the 
Commission of the European Union, which is considered a bilateral donor). Other 
countries do little tying of aid, like Portugal (1 percent) and Switzerland and 
Luxembourg (3 percent each). On the other side of the distribution, we have the 
United States (72 percent), Greece (77 percent), and Italy (92 percent) as those 
Fnio most likely to tie their aid dollars. 10 


10 The tied aid figure for the United Slates is out of date (1996), because the United States stopped 
reporting then. Anecdotal evidence suggests the share of aid tying in U.S. aid remains very high, which 
might explain the refusal to report the number for the last decade. We think using the old number is 
preferable to leaving the cell blank. Aid tying was the third area in which we overlapped with the 
Commitment to Development Index — -and our measures on aid tying were almost perfectly correlated. 
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Nine countries don’t give any food aid: Switzerland, Norway, Sweden, Den- 
mark, Netherlands, Finland, Belgium, Germany, and Greece. The big outlier is 
Portugal where 44 percent of all aid is food aid; other countries with nontrivial 
shares of food aid relative to total aid are the European Commission (6 percent), 
the United States (7 percent), and Australia (9 percent). 

All countries provide some technical assistance, the share of which is in single 
digits in only five countries: Ireland (3 percent), Luxembourg (3 percent), Sweden 
(5 percent), the European Commission (6 percent), and Denmark (9 percent). 
Those with the greatest share of aid given in the form of technical assistance are 
Belgium (42%), the United States (43 percent), Germany (47 percent), Australia 
(58 percent), and Greece (64 percent). Unsurprisingly, there appears to be a 
strong correlation (0.42) between a country’s share of technical assistance and its 
share of ued aid. 

The most highly ranked bilateral aid agencies on skipping the ineffecuve 
channels are Switzerland, Ireland, and Norway and Sweden (sharing third place), 
while the lowest ranked are Greece, Australia, and the United States. 


Overhead Costs 

T4 Table 4 presents the most novel data in this paper, and also the least trustwor- 

thy. Data on operating costs of aid agencies have not been widely available. Even 
our partial success in collecung the data has probably resulted in numbers that are 
not strictly comparable across agencies, because there does not seem to be com- 
pletely standard definitions of concepts like “number of aid agency employees” and 
“administrative costs.” Also, some of these agencies have other purposes than 
granting aid, and the employees and costs of granting aid are not clearly separated 
out. Examples of agencies which combine an aid mission with other purposes are 
the development banks — like the World Bank (including the IDA), EBRD, African 
Development Bank, Asian Development Bank, and Inter-American Development 
Bank — who both give aid and also make nonconcessional official loans to middle- 
income countries. For these cases, and only for this table, for “aid,” we have 
substituted the concept of “official development financing,” which is defined as the 
sum of official development assistance and nonconcessional official loans. For 
other multipurpose bureaucracies, no similar fix seemed readily available. 

We calculate two indicators: (1) ratio of costs to official development financing 
and (2) official development financing per employee. We calculate the first indi- 
cator in two ways: one using the entire administrative budget and the other using 
just wages and salaries. We also calculate the second indicator two ways: one based 
on total agency employment and the other based only on permanent internationally- 
recruited staff. Some agencies consider the latter to be the definition of “total 
employment,” so for these agencies the two indicators for official development 
financing per employee will be the same. We originally hoped to do some exercises 
on such employment issues as use of consultants, local developing country nation- 
als, etc., but the data provided was so poor as to make this impossible. 

Even though this data is undeniably shaky, the numbers in Table 4 do shed 
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Table 4 

Overhead Cost Indicators Bilateral Donors 





Ratio 

Total ODF million 

Total ODF 


Ranh of 

Ratio 

salaries and 

$ per permanent 

million $ 


overall 

administrative 

benefits to 

international 

per 

Agencies 

score 

budget to ODF 

ODF 

employee 

employee 


Bi laterals agencies 

(reported by country) 


Italy 

1 

i% 

0% 

$1 1.02 

$8.11 

Norway 

2 

i% 


$10.81 

$10.81 

Portugal 

4 



$5.35 

$5.35 

Japan 

5 

2% 

1% 

$4.38 

$4.38 

Australia 

6 

2% 

2% 

$3.34 

$3.34 

UK 

8 

5% 

2% 

$3.84 

$3.84 

Finland 

10 

4% 


$2.55 

$2.35 

Sweden 

11 


4% 

$2.41 

$2.41 

France 

12 


6% 

$3,02 

$3.02 

USA 

13 

11% 

3% 

$4.39 

$1,30 

Switzerland 

16 


6% 

$1.65 

$1.65 

Canada 

19 

9% 

6% 

$1.06 

$1.06 

Luxembourg 

20 



$1.14 

$1.14 

Netherlands 

21 

19% 


$1.36 

$1.36 

Austria 

22 

12% 

7% 

$0.63 

$0,63 

Belgium 

25 


8% 

$0.62 

$0.62 

Germany 

28 



$0.48 

$0.48 

Denmark 

29 



$0.60 

$0.29 

All bilateral 


7% 

2% 

$2.73 

$1.37 

Multi laterals 






Nordic DF 

7 

6% 

4% 

$6.75 

$6.75 

1BRD&1DA (World Bank) 

9 

7% 

3% 

$5.50 

$1.93 

UNRWA 

14 


52% 

$4.58 

$4.58 

1DB 

15 

11% 


$2.33 

$2.33 

Asian Dev. Bank 

17 

8% 

8% 

$1.45 

$1.45 

African Dev. Bank 

18 

12% 

9% 

$1.93 

$1.93 

UNICEF 

23 

14% 




EBRD 

24 

15% 


$1.37 

$0.53 

Can Bank 

26 

26% 

10% 

$1.24 

$0.61 

IFAD (UN) 

27 

22% 

16% 

$0.56 

$0.56 

UNFPA 

30 



$0.32 

$0.32 

IMF 

31 

75% 

53% 

$0.46 

$0.40 

GEF 

32 

75% 




UNHCR 

33 



$0.08 

$0.07 

UNDP 

34 

129% 

100% 

$0.19 

$0.05 

WFP (UN) 

35 



$0.03 

$0.03 

all multilateral 


12% 

8% 

$1.12 

$0.68 

all aid 


9% 

5% 

$1.72 

$0.97 


Note: ODF is “official development financing,” which is defined as the sum of official development 
assistance and nonconcessional official loans. 


some light on overhead costs, which has previously been mostly unavailable. For the 
total international aid effort, the ratio of administrative costs to official develop- 
ment financing is about 9 percent. Multilateral aid agencies have significandy 
higher administrative budgets than bilateral aid agencies; this is explained entirely 
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by higher salary budgets (which in turn are explained mostly by higher salaries and 
benefits per employee in multilateral agencies). 

There is tremendous variation across agencies, with the UN agencies typically 
haring the highest rados of operadng costs to aid by a large margin. UNDP is the worst, 
spending much more on its administrative budget than it gives in aid. Australia, Italy, 
Japan, and Norway show the lowest overhead costs by this measure. Of course, the 
optimal overhead is not zero and higher overhead could be justified by higher 
effectiveness of aid disbursed, but we would find it a stretch to believe that this degree 
of variation is due to differences in effectiveness between UNDP and Norway. 

The second set of measures is official development finance per employee. 
According to the data we collected, about 90,000 people altogether work for the 
official aid agencies. This total mostly refers to permanent international employees 
(meaning it excludes local nationals from overseas offices or consultants), although 
some agencies were unclear about this in their reporting to us. 

There is about $1.0 million to $1.7 million of aid disbursed for every aid 
employee, depending on whether one uses a more- or less-restrictive definition of 
employment. The level of variation is tremendous. Bilaterals have aid disburse- 
ments per employee about twice that of multilaterals. Again, UN agencies are the 
lowest on the list, with as little as $30,000 in aid per employee from the World Food 
Program (WFP), and $70,000 per employee from UNHCR. In contrast, Norway and 
Italy disburse above $10 million in aid per agency employee. Although the data are 
noisy, a difference by a factor of more than 400 certainly calls for some explanation! 
We hope this paper and follow-up research can motivate the aid agencies to be 
more transparent and consistent about these numbers. For example, these num- 
bers could become standard indicators in the OECD DAC database. 

Table 4 gives our indicators of overhead costs for bilaterals and multilat- 
erals separately. We computed an overall score on overhead by taking the 
average of the percentile ranking on the four measures. Within each category — 
bilateral or multilateral — the order of agencies corresponds to their ranking on 
this score, with the first column giving their overall rank when the two groups are 
put together. 


Differences among Aid Agencies in Performance 

We can now combine the percentile rankings in all five categories we have 
considered — transparency, fragmentation, selectivity, ineffective channels, and 
overhead costs — and compare the aid agencies to each other. In the case of missing 
values, we have averaged over those rankings that are available. For the “Overhead” 
category, the percentages presented are already an average of the percentile 
rankings of its four components. In the discussion above, we only discussed inef- 
fective aid channels for bilateral donors. In Table 5 we also include multilateral 
agencies in that category, giving them credit for not tying any aid, and we include 
food aid for those multilaterals which report it. Given their lack of reliable data on 
technical assistance for multilateral aid agencies, we had to omit that category from 
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Table 5 

Ranking of Donor Agencies on Best Practices in Aid 


Average percentile ranking on each type of aid best practice 
{higher rank means better aid practice) 


Donor 

Rank of 
average 
rank 

Fragmentation 

Selectivity 

Ineffective 

channels 

Overhead 

Transparency 

Aiterage 

percent 

rank 

IDA 

1 

51% 

76% 

87% 

71% 

100% 

77% 

United Kingdom 

2 

54% 

' 72% 

61% 

76% 

95% 

72% 

African Dev. Bank 

3 

49% 

84% 

87% 

45% 

90% 

71% 

Asian Dev. Bank 

4 

76% 

46% 

87% 

48% 

95% 

70% 

1DB 

4 

88% 

41% 

84% 

56% 

82% 

70% 

Norway 

6 

34% 

38% 

71% 

97% 

69% 

62% 

Sweden 

7 

39% 

39% 

74% 

63% 

90% 

61% 

Japan 

8 

61% 

48% 

42% 

86% 

62% 

60% 

Switzerland 

9 

63% 

53% 

81% 

49% 

51% 

59% 

Portugal 

9 

100% 

50% 

35% 

86% 

23% 

59% 

France 

9 

73% 

53% 

26% 

62% 

79% 

59% 

Australia 

12 

80% 

45% 

3% 

79% 

82% 

58% 

UNICEF 

13 

71% 

57% 

87% 

32% 

26% 

55% 

Belgium 

14 

83% 

46% 

32% 

29% 

74% 

53% 

Italy 

15 

46% 

34% 

16% 

98% 

49% 

49% 

United States 

16 

66% 

20% 

0% 

59% 

87% 

46% 

Austria 

16 

78% 

39% 

13% 

35% 

67% 

46% 

Ireland 

16 

59% 

53% 

77% 


41% 

46% 

Nordic DF 

16 

56% 

88% 


79% 

5% 

46% 

Netherlands 

20 

15% 

56% 

55% 

37% 

64% 

45% 

Canada 

21 

20% 

61% 

19% 

45% 

77% 

44% 

Denmark 

21 

44% 

52% 

52% 

16% 

56% 

44% 

Finland 

23 

24% 

33% 

39% 

70% 

38% 

41% 

Luxembourg 

24 

37% 

70% 

48% 

37% 

10% 

40% 

UNRWA 

25 

98% 

23% 


59% 

13% 

39% 

IMF SAF & ESAF* 

26 

85% 

70% 


9% 

26% 

38% 

Germany 

27 

27% 

46% 

29% 

17% 

59% 

36% 

Can Bank 

28 

90% 

49% 


25% 

13% 

35% 

EC 

29 

22% 

47% 

58% 


36% 

33% 

EBRD 

30 

68% 

41% 


31% 

13% 

31% 

GREECE 

31 

93% 

7% 

6% 


41% 

29% 

UNDP 

32 

5% 

60% 


2% 

72% 

28% 

SPAIN 

33 

32% 

50% 

10% 


41% 

27% 

NEW ZEALAND 

34 

41% 

40% 

23% 


26% 

26% 

UNFPA 

35 

2% 

54% 

45% 

11% 

3% 

23% 

IFAD (UN) 

36 

7% 

69% 


19% 

5% 

20% 

WFP (UN) 

37 

10% 

55% 

0% 

0% 

26% 

18% 

GEF 

37 

29% 

51% 


9% 

0% 

18% 

UNHCR 

37 

17% 

53% 


5% 

13% 

18% 


Note: Duplicate numbers occur in the rankings when two or more countries have the same score and 
“ue” for some rank; this also explains missing ranks, for instance, no 5 th place. 

* Structural Adjustment Facility (SAF) and the Enhanced Structural Adjustment Facility (ESAF). 


the ineffective channels ranking. Obviously, missing or unreliable data is a serious 
flaw in our comparative exercise — as well as being itself a serious complaint about 
the aid agencies. 
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Nevertheless, in the spirit that a summary of partial data is better than no data. 
Table 5 shows our rankings. The top-rated agency in terms of best practices is the 
World Bank’s ID^, followed by the United Kingdom as the best-ranked bilateral donor, 
and the African and Asian Development Banks. We again note that we are measuring 
only aid practices, not addressing the huge debate on whether the money effectively 
achieves desired aid outcomes like lower poverty and better health. 

One notable finding is the prevalence of the multilateral development banks 
among the top-ranked agencies; specifically, IDA (the World Bank’s International 
Development Association), the African Development Bank, the Asian Development 
Bank, and IDB (the Inter-American Development Bank) take four of the top six 
places. However, the other main development bank, the EBRD (European Bank for 
Reconstruction and Development), is way down in the rankings. The UN agencies 
are typically at or near the bottom of die rankings, except for UNICEF and UNRWA 
(UN Relief and Work Agency for Palestine Refugees in the Near East). On our 
rankings, the worst practices amongst bilaterals are for Germany, the European 
Commission, Greece, Spain, and New Zealand. The “best practice” bilaterals are 
the United Kingdom, Norway, France, Sweden, and Ireland. 

Do the highly ranked agencies achieve this because they are good at everything? 
How highly correlated are our separate indicators of aid “best practice” and transpar- 
ency? We computed the pairwise correlations of our five indicators, based on the 
rankings that they generated across the aid agencies, and their significance level. The 
T6 results are presented in Table 6; only four out of the ten such rank correlations are 

significant at the 5 percent level, which suggests that these five factors are not just 
picking up an underlying single trait of “following best practices.” 

Perhaps the most interesting result in these pairwise correlations is the positive 
significant correlation between the ranking on specialization (the Herfindahls) and 
the ranking on “lower overhead,” with a correlation coefficient of 0.37. This 
correlation confirms the intuition that more specialization should lead to lower 
overhead costs, and it also provides some reassurance that our data on these two 
indicators (especially the lower overhead) are not pure noise. The other indicators 
that are correlated in a significant manner are selectivity and “avoiding ineffective 
channels,” with a 0.47 coefficient, and “lower overhead” and transparency with 
0.38. The latter result may come about because a bloated bureaucracy has an 
interest in keeping its doings opaque. Finally, there is one significant negative 
pairwise correlation, between specialization (concentration) and selectivity 
(-0.29) . This result may hold because donors that specialize in particular recipients 
for historical reasons (like colonial ties) pay little attention to their favored recip- 
Fnii ient’s corruption or autocracy. 11 The relationship between Portugal and Angola is 
a well-known example. 


11 In an often cited paper, Alesina and Dollar (2000) examine the determinants of bilateral aid flows For 
a series of industrialized countries, shedding light on the importance of factors such as being a former 
colony or a political ally relative to factors such as being a democracy, or openness to trade. A related 
study with a political science focus had previously been conducted by Schraeder, Hook, and Taylor 
(1998), comparing the foreign aid flows of the United States. France, Japan, and Sweden. 
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Table 6 

Correlation of Aid Practices Across Agencies 

(Significant relationships at the 5 percent level shown in bold) 



Specialization 

Selectivity 

Avoiding ineffective 
channels 

Lower overhead 

Selectivity 

Avoiding ineffective aid channels 
Lower overhead 

-0.2914 

0.0376 

0.3702 

0.4703 

-0.18 

0.0713 


Transparency 

0.1399 

-0.0329 

0.2259 

0.3813 


Conclusion 

The main conclusions of our paper appear somewhat contradictory: 1) the data 
are terrible, and 2) the patterns the data show are terrible. If the data are terrible, how 
do we know the patterns they seem to show hold true? Still, we remain convinced that 
some data is better than no data. Also, we hope that as researchers publish findings 
based on the currently available flawed data, additional data collection and quality 
improvement will take place. The data situation among aid agencies, such as the murky 
data available on operating costs of aid agencies and the nonreporting of essential 
items like aid tying and sectoral shares of aid spending, would be unacceptable in most 
areas of economics in rich country democracies. It is particularly sad in an area where 
the objective is helping the poorest people in the world and where one of die few 
mechanisms for accountability is for outsiders to check what the agencies are doing. 

Our findings on aid best practice tend to confirm a number of long-standing 
complaints about foreign aid, notwithstanding the aid agencies’ perpetual claims 
that they are fixing past problems. The aid effort is remarkably splintered into many 
small efforts across all dimensions — number of donors giving aid, number of 
countries receiving aid from each donor, and number of sectors in which each 
donor operates. A lot of aid still goes to corrupt and autocratic countries and to 
countries other than those with the lowest incomes. Aid tying, the use of food 
aid-in-kind, and the heavy use of technical assistance persist in many aid agencies, 
despite decades of complaints about these channels being ineffective. In addition, 
some agencies have remarkably high overhead costs. The broad pattern that 
emerges from our evidence is that development banks tend to be closest to best 
practices for aid, the UN agencies perform worst along each dimension, and the 
bilaterals are spread out all along in between. Explaining why each of these patterns 
persists over time raises an interesting agenda for research in political economy. 

The aid business now spends $100 billion dollars a year of money each year, 
seeking to help the world's poorest people. It is a sad reflection on the aid 
establishment that knowing where the money goes is still so difficult and that the 
picture available from partial knowledge remains so disturbing. 

■ We are grateful to Andrei Shleifer, Timothy Taylor, James Hines, and Jeremy Stein for 
comments and suggestions. 





979 


tapraid4/z30-jep/z30-jep/z300020B/z3Q2091d08o | moyefr j S=19 | 2/27/08 | 18.35 [ Art: Z30-2091 [ Input-kll(kllj~] 
24 Journal of Economic Perspectives 


References 

Acharya, Amab, Ana Teresa Fuzzo de Lima, 
and Mick Moore. 2004. “Proliferation and Frag- 
mentation: Transaction Costs and the Value of 
Aid "Journal of Development Studies, 42(1): 1-21. 

African Development Bank. 2007. Annual Report 
2006. http://wvAv.afdb.org/pls/portal/ docs/ 
PAGE/ AD B_ADMIN_PG/ DOCUMENTS/ 
FINANCIALINFORMATION/ANNUAL%20 
REPORT%202006%20UK%20PRINTED%20 
APRIL%20IS-07.PDF. 

Asian Development Bank. 2008. Website. 
http://www.adb.org/Abmu/. 

Alesina, Alberto, and David Dollar. 2000. 
“Who Gives Foreign Aid to Whom and Why.” 
Journal of Economic Growth , 15(1): 33-63. 

Alesina, Alberto, and Beatrice Weder. 2002. 
“Do Corrupt Governments Receive Less Foreign 
Aid?" American Economic Review, 92(4): 1126-37. 

Brainard, Lael. 2007. “Organizing U.S. For- 
eign Assistance to Meet Twenty-First Century 
Challenges." In Security fry Other Means: Foreign 
Assistance, Global Poverty, and American leadership, 
ed. Lael Brainard, chap. 2. Washington, DC: 
Brookings Institution Press. 

Caribbean Development Bank. 2007. Annual 
Report 2006. Caribbean Development Bank. 

Commission for Africa. 2005. Our Common In- 
terest: Report of the Commission for Africa. London, 
March. 

Dollar, David, and Victoria Levin. 2004. “The 
Increasing Selectivity of Foreign Aid, 1984- 
2002.” World Bank Policy Research Working Pa- 
per 3299. 

Duflo, Esther, Rachel Glennerster, and Mi- 
chael Kremer. 2006 “Using Randomization in 
Development Economics Research: A Toolkit." 
National Bureau of Economic Research Techni- 
cal Working Paper 333. 

Easterly, William. 2006. The White Man’s Bur- 
den: How the West ’s Efforts to Aid the Rest Have Done 
So Much III and So Little Good. New York: Penguin. 

Easterly, William. 2007. “Are Aid Agencies Im- 
proving?" Economic Policy, 22(52): 633-78. 


Easterly, William, ed. Forthcoming, “Rein- 
venting Foreign Aid.” MIT Press. 

IMF, and World Bank. 2005. Global Monitoring 
Report 2005: Millennium Development Goals: From 
Consensus to Momentum. Washington, DC: World 
Bank. 

IMF, and World Bank. 2006. Global Monitoring 
Report 2006: Strengthening Mutual Accountability— 
Aid, Trade, and Governance. Washington, DC: 
World Bank. 

Knack, Stephen, and Aminur Rahman. 2004. 
“Donor Fragmentation and Bureaucratic Quality 
in Aid Recipients.” World Bank Policy Research 
Working Paper 3186. 

Martens, Bertin, Uwe Mummert, Peter Mur- 
rell, and Paul Seabright. 2002. “The Institutional 
Economics of Foreign Aid." Cambridge Univer- 
sity Press. 

Roodman, David. 2006a. “An Index of Donor 
Performance.” Center for Global Development 
Working Paper 67. (November 2006 version). 

Roodman, David. 2006b. “The 2006 Commit- 
ment to Development Index: Components and 
Results Center for Global Development Brief.” 
(The “Commitment to Development Index: 
2006 Edition” can be found at: http://www. 
cgdev.org/doc/cdi/ 2006/ tech dcscript2006.pdf) 

Sachs, Jeffrey. 2005. The End of Poverty: Eco- 
nomic Possibilities for Our Time. New York: Pen- 
guin. 

Schraeder, Peter J., Steven W. Hook, and 
Bruce Taylor. 1998. “Clarifying the Foreign Aid 
Puzzle: A Comparison of American, Japanese, 
French and Swedish Aid Flows.” World Politics, 
50(2): 294-323. 

United Nations Development Program. 2005. 
Human Development Repait 2005: International Co- 
operation at a Crossroads: Aid, Trade, and Security in 
an Unequal World. New York: Linked Nations De- 
velopment Program. 

United Nations Millennium Project 2005. Invest- 
ing in Dewlopmenl: A Practical Plan to Achieve the 
Millennium Development Goals. (Main Report.) New 
York: United Nations. 




980 


tapraid4/z30-jep/z30-iep/z3000208/z302091008o | moyerr | S=19 [ 2/27/08 [ 18:35 [ Art: Z30-2091 | Inpui-kll(kll) [ 
Where Does the Money Go? Best and Worst Practices in Foreign Aid A1 


Appendix 


Background Tables and Figures 

In this Appendix, we will present a series of figures and tables that provide 
additional detail and background. 

Tai -2 Tables A1 and A2 present detailed results on the computation of the trans- 

parency index with regard to our own inquiries on operating costs. As explained in 
the paper, we looked for nine different items of information and gave one point if 
that information was readily found online and half a point if it was provided after 
we had asked for it. The last column presents the mean score over all nine items. 
Table A1 differs from the first column in Table 2 in the paper in presenting results 
by individual bilateral agencies instead of by donor country. 

TaiM Tables A3 and A4 provide summary statistics and detailed numbers on aid 

fragmentation by country and sector for all donors. 

T»5 In Table A5 we provide a detailed documentation of the sectoral fragmenta- 

tion of Luxemburg’s tiny aid program in 2004 — where the total aid budget is $171 

Fat million in U.S. dollars — and Figure A1 gives a visual impression of how splintered 

Fa24 this spending is. In Figures A2-A4 we show how total foreign aid evolved over the 
last few decades with respect to sectoral shares, shares of different regimes types, 
and shares of different income groups respectively. 

Ta6 Table A6 is a more detailed version of Table 3 in the paper, providing, among 

other things, percentage ranks with regard to foreign aid going to different 
categories of countries. 

t& 7 Finally, Table A7 provides detailed numbers on the proportions of foreign aid 

which are disbursed through channels regarded as inefficient, by donor. 
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Table A3 

Herfindahl Snmmary r Statistics 

(Hetfindahl coefficient for 2004 ) 


Herfindahl coefficient 


For shares in net ODA of all donor agencies 0.096 

Median across donor agencies for recipient country shares for each donor 0.046 

Median across donor agencies for sectoral shares for each donor 0.086 


Note: “ODA" is “official development assistance.” 
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Table A4 

Herfindahl Indices for Country and Sector Fragmentation 


Donor 

2004 Herfindahl for: 


Rank 

fragmentation 

Countries 

Sectors 

Portugal 

0.7 

0.48 

1 

Greece 

0.28 

0.15 

2 

IDS 

0.19 

0.14 

3 

Belgium 

0.15 

0.07 

4 

Australia 

0.03 

0.19 

5 

Austria 

0.07 

0.14 

6 

Asian Dev. Bank 

0.12 

0.09 

7 

France 

0.04 

0.16 

8 

UNICEF 

0.03 

0.16 

9 

United States 

0.08 

0.08 

10 

Switzerland 

0.03 

0.13 

11 

Japan 

0.05 

0.11 

12 

Ireland 

0.08 

0.08 

13 

United Kingdom 

0.05 

0.1 

14 

IDA 

0.04 

0.09 

15 

African Dev. Bank 

0.05 

0.08 

16 

Italy 

0.03 

0.1 

17 

Denmark 

0.05 

0.08 

18 

New Zealand 

0.05 

0.08 

19 

Sweden 

0.03 

0.09 

20 

Luxembourg 

0.04 

0.08 

21 

Norway 

0.03 

0.09 

22 

Spain 

0.05 

0.07 

23 

Germany 

0.04 

0.08 

24 

Finland 

0.04 

0.07 

25 

European Commission 

0.02 

0.09 

26 

Canada 

0.02 

0.07 

27 

Netherlands 

0.03 

0.06 

28 

UNRWA 

0.43 



CariBank 

0.18 



SAF & ESAF* 

0.12 



EBRD 

0.09 



Nordic Dev. Fund 

0.08 



GEF 

0.06 



UNHCR 

0.05 



WFP 

0.02 



IFAD 

0.02 



UNDP 

0.02 



UNFPA 

0.02 



Average 

0.09 

0.11 


Standard deviation 

0.13 

0.08 


Maximum 

0.7 

0.48 


Minimum 

0.02 

0.06 



* Structural Adjustment Facility (SAF) and the Enhanced Structural Adjustment Facility (ESAF). 
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Table A5 

Illustration of Sectoral Fragmentation for Luxembourg 


Sector Share 


1.1 .a) Education, Level Unspecified 0.0071 

1.1. b) Basic Education 0.0663 

1. 1. c) Secondary Education 0.0684 

1.5. a) Health, General 0.0628 

1.2. b) Basic Health 0.0980 

1.3 Population Programmes 0.0280 

1.4 Water Supply &: Sanitation 0.0865 

1.5. a) Government and civil society — general 0.0048 

f.5.b) Conflict, Peace, and Security 0.0002 

I. 6 Other Social Infrastructure & Services 0.0249 

II. 1 Transport & Storage 0.0103 

11.2. Communications 0.0001 

11.4 Banking & Financial Services 0.0054 

11.5 Business & Other Services 0.0088 

III. La) Agriculture 0,0595 

111.1. b) Forestry 0.0184 

111. 1. c) Fishing 0.0002 

111.2. a) Industry 0.0015 

111.3 Trade Policy and Regulations 0.0001 

111.4 Tourism 0.0054 

IV. 1 General Environment Protection 0.0015 

1V.2 Women In Development 0.0001 

IV.3 Other Multisector 0.0519 

IX. ADMINISTRATIVE COSTS OF DONORS 0.0849 

1.2 Developmental Food Aid/Food Security Assistance 0.0267 

VIII. I Emergency Food Aid 0.0122 

VIII. 2 Other Emergency and Distress Relief 0.0971 

V111.3 Reconstruction relief 0.01 1 1 

X. SUPPORT TO NGO’S 0.1395 

XL UNALLOCATED/UNSPF.C1F1ED 0.0185 

SUM 1. 0000 
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Table A 7 

Shares of Foreign Aid Going through Inefficient Channels 


Donor 

Composite score 
ranking 

Share of aid 
that is tied 

Share of food 
aid in total 

Share of technical 
assistance in total 

IDB 

1 

0% 

0% 

17% 

Switzerland 

2 

3% 

0% 

10% 

Ireland 

3 

0% 

1% 

3% 

Norway 

4 

0% 

0% 

19% 

Sweden 

4 

13% 

0% 

5% 

United Kingdom 

6 

0% 

1% 

13% 

Other UN 

6 

0% 

0% 

100% 

UNTA 

6 

0% 

0% 

100% 

EC 

9 

0% 

6% 

6% 

Denmark 

10 

11% 

0% 

9% 

Netherlands 

11 

13% 

0% 

21% 

Luxembourg 

12 

3% 

4% 

3% 

Japan 

13 

6% 

1% 

15% 

Finland 

14 

14% 

0% 

35% 

Portugal 

15 

1% 

44% 

13% 

Belgium 

16 

7% 

0% 

42% 

Germany 

17 

8% 

0% 

47% 

France 

18 

6% 

1% 

35% 

New Zealand 

19 

19% 

1% 

29% 

Canada 

20 

43% 

1% 

20% 

Italy 

21 

92% 

2% 

14% 

Austria 

22 

48% 

1% 

35% 

Spain 

23 

32% 

3% 

21% 

Greece 

24 

77% 

0% 

64% 

Australia 

25 

23% 

9% 

58% 

United States 

26 

72% 

7% 

43% 

Average 


19% 

3% 

30% 

Standard deviation 


26% 

9% 

27% 

Median 


8% 

1% 

21% 
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